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the sale of appliance 


Isn’t it to increase t 
revenue from your pr 
ent connected load? 


That is why a concen 
trated drive on Sile 
glass coffee mak 
should be part of yoy 
load building plan 
Every one of your use 
is a prospect. Wh 
you promote the sale¢ 
Silex glass coffee mz 
ers among these use 
you are increasing yo 
revenue for today.. 
and for years to come. 


Whether you m 
chandise or not thej 
is a Silex plan to f 
your needs. Write f 
it today. 


The Silex Compan 
Dept. 41, Hartford, 
Connecticut 


The Silex Company, Ltd 
Silex glass coffee makers are Ste. Therese, Quebec 


made in both gas and electric 


models. All Silex glass coffee 

makers have Pyrex brand glass, ° 

guaranteed against heat break- 

age. ‘ 
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SLIPPERY ROADS BEN 


(2 TONS BEHIND US 
CURVES AHEAD” 


by Lowell Hens 


'e had just topped the brow of 
dman’s Hill—not many miles 
n my farm in the Taconic 
untains. Down we started! 
cep grade. A road slippery 
h mud. Sharp curves ahead. 
fe was one of the danger 
on that devil stretch 
pugh the mountains. 
d visions of a skid. A blow- 
There were thrills at every 
e. But to the driver, Larry 
ards, this mountain run is 
stuff, 
drives one of the 96 giant 
trucks owned by H. L. & 
McBride of Goshen, N. Y. 
pound the highways night 
day, seven days a week. 
these runs a skid is mighty 
ous. A flat tire means an 
ar a half lost. A blow- 
trouble used to come often. 
often for safety. But, they 
me, with Goodrich Triple 


Protected Silvertowns, they’ve 
never had an accident caused by 
tires! Not one sidewall blow- 
out! 

850,000 MILES A YEAR 
“Later I talked to H. L. McBride. 
He said, ‘Our trucks travel about 
850,000 miles a year. Loads are 
heavy. The country is hilly. 
Many roads are high crowned. 
But tire trouble is practically a 
thing of the past. Our Goodrich 
Tires average better than 58,000 
miles.’ 

“There’s a hauling job of the 
hardest kind—and there’s a tire 
record that speaks for itself.” 

* * # 

Lowell Thomas, world traveler, 
adventurer and farmer, found a 
new thrill in visiting this big 
scale trucking operation. He 
heard an amazing story of tire 
performance. What’s back of this 
record? Well, here are the facts. 
Goodrich ey that 8 out of 10 


EATH US.. 


premature truck tire failures are 
sidewall breaks. Goodrich de- 
cided to do something about it. 


TIRES NOW TRIPLE PROTECTED 
Engineers worked for months. 
Brought out a new invention— 
Triple Protection. Built into the 
sidewall, it keeps tires young. 
Lets ’em wear out S-L-O-W-L-Y 
instead of blowing out in a 
hurry. 
Here are the three points of 
dollar-saving Triple Protection: 
PLYFLEX—distributes stresses 
throughout the tire — prevents ply 
separation—checks local weakness. 
PLY-LOCK —protects the tire from 
breaks caused by short plies tear- 
ing loose above the bead. 
100% FULL-FLOATING gene— 
eliminates cross cords from 
plies — reduces heat in the = 
12%. 
There’s something for every trucker to 
think about. It means sure protection 
against unnecessary road delays. Good- 
bye to big repair bills. More mileage 
than ever built into a truck tire before. 
For tire information see a Goodric 
dealer or write The B. F. Goodrich 
Company, Akron, Ohio. 


Qe 


oodrich™, ul“Silvertowns 


ECIFY THESE NEW 5 gt TIRES: 


FOR TRUCKS AND BUSES 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








Editor—Henry C. Spurr 
Associate Editors—E.uswortu Nicuo ts, Francis X. WELCH 
Contributing Editor—Owern Ety 


Public Otilities 
Fortatghtly 
z 


VoLUME XIX April 15, 1937 


Contents of previous issues of Pustic Uritities FortniGHtLy can 
be found by consulting the “Industrial Arts Index” in your library. 


Utilities Almanack 

Along, the Patapsco ( Frontispiece ) 
Fixing’ Depreciation Rates for Telephone Companies......E. J. Hopple 
Fallacy of Competitive Bidding for Public Utility Se- 

CATION. NG BR ee ee ee lesen Ernest R. Abrams 
Cost of Distributing Power Otto M. Rau 
The Street Railways Come To Cliff Hall 
Financial News and Comment Owen Ely 


What Others Think 


The British Government Moves to Consolidate Electric 
Distribution Facilities 

Two Recent Volumes on Valuation 

Uncle Sam Wants His Own Microphone 

Who’ll Take Care of the Caretaker’s Service Bills? 


The March of Events 
The Latest Utility Rulings 
Public Utilities Reports 
Titles and Index 





Pages with the Editors 
In This Issue 
Remarkable Remarks 
Industrial Progress 
Index to Advertisers 


This magazine is an open forum for the free expression of opinion concerning public utility regula- 
tion and allied topics. It is supported by subscription and advertising revenue ; it is not the mout 
piece of any group or faction; it is not under the editorial supervision of, nor does it bear the 
endorsement of, any organization or association. The editors do not assume responsibility for the 
opinions expressed by its contributors. 





PUBLIC UTILITIES REPORTS, INC., PUBLISHERS 
Publication Office CANDLER BUILDING, BALTIMORE, 
Executive, Editorial, and Advertising Offices MUNSEY BUILDING, WASHINGTON, DB. 


Pustic Uriities FortnicHTLty, a magazine dealing with the problems of utility regulation and allt 

topics, including also decisions of the regulatory commissions and courts, preprinted from Public Utilit 

Reports, New Series, such Reports being supported in part by those ennsneting public utility service 

manufacturers, bankers, accountants, and other users. Entered as second-class matter April 29, 1915, under 

Act of March 3, 1879. Entered at the Post Office at Baltimore, Md., Dec. 31, 1936; copyrighted, 1937, 
Public Utilities Reports, Inc. Printed in U.S.A. 

PRICE, 75 CENTS A COPY ANNUAL SUBSCRIPTION, $15.00 


APR. 15, 1937 4 





April 15, 1937 Public Utilities Fortnightly 





[ore ce 
VARNISHED 
Sem ine how “al 

CAMBRIC 

eS Ja R 8 | 

| $ - 

CAB = Sow wad 











OKONITE Varnished Cambric Insu- 


Fehicte me] ol (-t-MelacMe) Maal-Mtelastem ss act 





lent quality that has distinguished 
OKONITE Rubber Insulated 


Cables for over half a century. 


i, 
San 


THE OKONITE COMPANY 
PASSAIC, NEW JERSEY 





OKONITE QUALITY CANNOT BE WRITTEN INTO A SPECIFICATION 


ae _— -“ vot i 
aa eee So Wir ae Se 32 Ace ay 


This page is reserved wnder the MSA PLAN (Manufacturers Service Agreement) 








Pages with the Editors 





Te main trouble with the public relations 
of the public utility industries, according 
to a friend of ours who happens to be in Con- 
gress, is that they have been generally unable 
to associate their lot with the masses as 
against the classes. Private utility manage- 
ment, he says, has come to be identified, in 
the mind of the proverbial Man on the Street, 
with the stockholding class. That alone makes 
the M. on S. suspicious if not downright hos- 
tile, notwithstanding the fact that there may 
be some situations, at least, wherein his own 
interest is parallel with the interest of the 
public utility management. 


Our congressional friend pointed to the re- 
doubtable labor leader, John L. Lewis, as one 
who was smart enough to identify the inter- 
est of his relatively limited labor group with 
the interest of the toiling masses. He recalled 
the old saying about Grover Cleveland being 
“lovec for the enemies he made,” and con- 
cluded with the observation that the day pri- 
vate utility management is attacked and 
abused by bondholders, millionaires, “eco- 
nomic royalists,” etc., will be the day the in- 
dustry’s public relations problem will be 
solved. 


WELL, it would be a great trick if the in- 
dustry could do it, but it might be difficult 
for the company’s directors to explain to the 
stockholders. Occasionally, however, there 


ERNEST R. ABRAMS 


Does public interest really demand open 
bidding on utility issues? 


(See Pace 476) 
APR, 15, 1937 


E. J. HOPPLE 


Telephone plant is a pretty perishable 
commodity, all things considered. 


(SEE Pace 467) 


arises a situation where a utility, if it is alert, 
can jump in on the side of the common people 
and sneer at the snobs. 


Sucu seemed to be the case recently when 
a Baltimore “socialite” appeared before the 
Maryland commission as a witness for an ap- 
plicant seeking an increase in the number of 
Baltimore taxicabs. There were so few cabs, 
she said, that she never could get one when 
she wanted it. Why didn’t she take a street 
car? That, she contended, was too absurd; 
a lady in evening clothes would feel “posi- 
tively silly” riding on a street car. 


THERE you are, Mr. Street Car Operator; 
a ready-made issue for nothing. Don’t you 
get it? Can’t you imagine slogans: “If it’s 
good enough for the working man, it’s good 
enough for dudes”; “Let the street cars balk; 
let the poor folks walk—so the swells can 
ride in cabs!”; “Which shall it be—low fares 
or high hats?” (We might add, from per- 
sonal knowledge, that there is nothing wrong 
with Baltimore street cars.) 


Att of which brings up the general subject 
of modern street car transportation. It was 
about two years ago when New York citys 
irrepressible Mayor La Guardia was quoted 
in one of our “Remarkable Remarks” as say- 
ing that “trolleys are as dead as sail ships. 
Yet, only a few weeks ago, His Honor was 
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Permaflectors Control the Light 





In this Modern Miami Store 
of David Alan Company 


‘ou Should Have To be able to control the use of his product after 
: it is in the hands of the consumer, is the desire of 
his New every progressive manufacturer. 
} Your product can be controlled in a way that it 
ermaflector will afford the greatest satisfaction. 


The above shows an installation that delivers the 

Catalog kind of light you would like your customers to 

is chock full of information that will enjoy. It consists of Permaflectors No. E-500 with 
fe you solve the knottiest Lighting No. 2-A Hinged Ceilings Roundels, mounted flush 


oblems. It was prepared by our en- > * . 
eering department which keeps con- and Permatiector Knock Out Strip in the cove at 


bually abreast of modern lighting vi 25- ” on 
ne Gr BE the top of the cases, with 25-watt lamps, 6” o 
ke of Pittsburgh Permafiectors and centers. 

ideas Scoeeen Ge a The windows are illuminated with No. 55 Perma- 
ect and Cove Lighting; Recessed and flectors mounted on Permaflector Knock Out Strip. 


ulin Direct Lighting. A request will It is an installation you can profitably recommend 


ng you a copy of this informati . 
' si: in many cases. 


(«parsburety” PITTSBURGH 
Pome) REFLECTOR COMPANY 
ane? OLIVER BLDG. PITTSBURGH, PA. 
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8 PAGES WITH THE EDITORS (Continued) 


apparently pleased to have his picture taken 
at the controls of one of the new electric rail- 
way coaches, recently put into metropolitan 
service. 


¥ 


N this issue (beginning page 493) C.irF 

Hatt describes the gallant bid which the 
street railway industry is making for the ur- 
ban and suburban transportation of America, 
through the introduction of various methods 
of service improvement. Mr. HALL, by the 
way, has “been working on the railroads,” as 
the song goes, for quite a spell—sixteen years 
to be exact. Born in Portsmouth, Va., in 1896, 
he stayed at college long enough to collect de- 
grees in business administration and journal- 
ism, and thereupon set out to learn the street 
railway business from A to Z (or should we 
say from bumper to reel). He has since been 
associated with practically every phase of the 
business, including busses, and is presently en- 
gaged in the maintenance of equipment for 
the Vi irginia Electric & Power Company. 


¥ 


say article which we are publishing on 
telephone depreciation (page 467) was 
written by the former chairman of the Ohio 
utilities commission, E. J. Hoppre. Mr. 
Hopr.te was born in Ohio in 1881 and after 
attending Heidelberg College in that state, he 
was admitted to the bar in 1905 and began a 
political career which brought him succes- 
sively through the Ohio senate, the speaker- 
ship of the Ohio house, prosecuting attorney 
for Cuyahoga county, and, as stated, chair- 
manship of the Ohio commission. Mr. Hop- 
PLE resigned this post last month to resume 
private practice. 


OTTO M. RAU 


If power costs nothing to make, what would 
it still cost to deliver? 


(See Pace 486) 
APR. 15, 1937 


CLIFF HALL 


Believe it or not, he’s waiting for the street 
car——to come back. 


(SEE Pace 493) 


CoNncLubDED in this issue is the article on 
competitive bidding by Ernest R. ABRAMS” 
which began in our April Ist issue. Ma™ 
ABRAMS is now a resident of New York city | 
and consultant on utility matters for The © 
Financial Reporter. 


a 


HE article on electric distribution costs is § 

by the noted Philadelphia consulting en- 
gineer, Orro M. Rau. Mr. Rau is a New 
Yorker by birth (69) as well as education” 
(Cooper Union). He completed his technical” 
engineering studies in the laboratories of the 
Daft Electric Light Company. His early elee 
trical experiments were in the street railway | 
field but he gradually entered the province of © 
the power industry. He was associated with] 
important gag properties at Milwaukee 
and Racine, Wis., St. Louis, Mo., during™ 
the period when ‘all of such properties were. 
under North American management. In addi- — 
tion to operating experience, Mr. Rau has — 
also gained recognition in the field of regula- | 
tory investigation and power project survey- — 
ing, to which his work has been almost en 
tirely confined since 1918. He served on the] 
giant power board appointed by former Gov-” 
ernor Pinchot of Pennsylvania and has as 
sisted, as a power expert, the work of 
Pennsylvania, New York, and Massachusetts? 
commissions, and Public Works Administ 
tion. 


THE next number of this magazine will} 
out April 29th. 
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No weak spots for 
corrosion to attack — 
The Bethanized Wire 
can be wrapped around 
its own diameter 
without breaking or 
flaking its corrosion- 
defying zinc coating. 


AT LAST! 
HAIN LINK FENCE THAT CAN 


7AND zug WRAP ! 


Here are the quick facts. Unlike 
other chain link wire, the zinc coating 
on Bethanized Wire is chemically pure 
—free from any vulnerable iron con- 
tent. It is smooth and uniform—free 
from rough or thin spots. And it is 
extremely ductile—not hard, brittle 
and flaky. Twist the wire, bend it 
double, wrap it around itself—you just 
can’t break the zinc coating and ex- 
pose the steel core to corrosion. 


Think what that means. An Anchor 
Fence of Bethanized Wire is a fence 
with no flaws in its pure zinc armor 
—no cracks or crevices through which 


corrosion can creep in. Because Beth- 
anized Wire can “stand the wrap,’ 
these Anchor Fences stand up for 
many years beyond the lifetime of 
any other chain link fence—even in 
industrial atmospheres that are heavy 
with soot, salt, sulphur and other cor- 
roding agents. And now there’s no 
premium—no extra cost—for Betha- 
nized Wire. 


Send for the free book of facts about 
these better looking, longer lasting 
Anchor Fences—and about Anchor’s 
nationwide sales and erecting service. 
Write today—to the address below. 


ANCHOR ‘ fences 


°° AETHANIIEZ WIRE 


CHOR POST FENCE COMPANY, 6630 EASTERN AVENUE, BALTIMORE, MARYLAND 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 











Remarkable Remarks 





“There never was in the world two opinions alike.” 


Dr. WALTER E. SPAHR 
Professor of Economics, New 
York University. 


Time, weekly magazine, 


GEORGE RYAN 
Columnist, Boston Herald. 


HirAM JOHNSON 
U. S. Senator from California. 


C. O. RUGGLES 
Professor of Public Utility Man- 
agement, Harvard Graduate 
School of Business Admin- 
istration. 


Joun E. RANKIN 
U. S. Representative from 
Mississippi. 


Haroip L. Ickes 
Secretary of Interior. 


Henry F, ASHURST 
U. S. Senator from Arizona. 


APR. 15, 1937 


—MOoONTAIGNE 


“The recommended increase in taxes would depress 
business and encourage public spending.” 


v 


“Not to ship experts or fish experts but to power ex- 
perts did Franklin Roosevelt go for advice on Bonne- 
ville’s ‘incidental’ problem.” 


¥ 


“As the discussion progresses, it becomes increasingly 
evident that great numbers of persons would rather de- 
fend the Constitution than read it.” 


v 


“The most ominous thing in our national economic 
life today is the sit-down strike. It is bad for the gov- 
ernment and in the long run it is worse for labor.” 


¥ 


“It seems unwise and against the interests of utility 
consumers themselves for a commission to allow a uni- 
form rate of return to all utilities regardless of any 
difference in efficiency of management.” 


¥ 


“No low dams should be built at all. They should be 
sufficiently high to impound large heads of water in or- 
der to hold back the floods and to supply water for the 
generation of the maximum amount of electricity 
throughout the entire year.” 


¥ 


“It is not surprising that with a certain section of the 
press in San Francisco deliberately misrepresenting and 
suppressing the facts, the voters did not have presented 
to them information on the issue they were entitled to 
have if they were to vote intelligently.” 


¥ 


“The withering, embalming vice of consistency; who- 
ever in public service is shackled by this vice will not be 
a man free to act as various questions come before him, 
but he will be a statesman locked ina house, the keys 
to which are in the keeping of sayings and events that 
are dead.” 


12 
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iy § AT A LOW COST 


uni- 


any : 
To meet today’s payroll accounting needs 


with a minimum of work and at low cost, 
Burroughs provides new machines, new 
features, new developments, for writing 

| be the records described above. Concerns— 
2a large and small—in all lines of business— 
= are benefiting by the speed, ease and 
4 economy with which one or several of 
these new Burroughs machines completely 

handle all payroll records. Investigate 





the these new Burroughs machines. Call your 
and local Burroughs office and ask for full 
ited particulars. If desired, a demonstration 
| to will be arranged. 


yhs 
Ay rrous 
ho- > ~~ SEND FOR THIS RTA PAYROLL FOLDER! 
be : BURROUGHS ADDING MACHINE CO., 8009 SECOND BLVD., DETROIT, MICH, 
um, A : Send me the new folder ‘‘Modern Payroll Methods’’—which includes illustrations of 
eys : forms for compiling figures required by the Federal Social Security Act. 








| 
hat % 2 “S Name Type of B | 
Address = 
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Paut A. WALKER 
Member, Federal Communications 
Commission. 


Mrs. KENNETH B. Norton 
Director, Westchester Lighting 
Company. 


SAMUEL B. PETTENGILL 
U. S. Representative from 
Indiana. 


Francis D. CULKIN 
U. S. Representative from New 
York. 


BERNARD KILGORE 
Newspaper columnist. 


OswaLp Ryan 
General Counsel, Federal 
Power Commission. 


ARTHUR E. Morcan 
Chairman, Tennessee Valley 
Authority. 


Tuomas F. WoopLock 
Newspaper columnist. 


Frank MurpPHy 
Governor of Michigan. 


APR. 15, 1937 


“We ought to have an organization that could tell at 
any time, without a special investigation, what the rate 
situation is, and whether rates can be reduced in all parts 
of the United States.” 


¥ 


“TI am convinced that experience over the last few 
years has shown that utilities are alive to the value of 
public opinion and are abandoning the ‘public be damned’ 
attitude. I feel this is a progressive step.” 


¥ 


“In our long history, the Supreme Court has decided 
over 40,000 cases and yet, because in some people’s opin- 
ion in one or two cases the umpire miscalled the play at 
the home plate, they would abolish the umpire.” 


¥ 


“Grand Coulee is a most uneconomic, a most unsound 
project, and if such projects as is here suggested are 
sufficiently multiplied, they will ultimately wreck the 
United States Treasury.” 


* 


“Any new members of the Supreme Court appointed 
by President Roosevelt, at least during the early years 
of their judicial activity, can be counted on to agree, in 
general, with the Holmes-Brandeis viewpoint.” 


> 


“We note the departure of interlocking public utility 
officers and directors from the boards of manufacturing 
and financial corporations having business dealings with 
the public utilities on whose boards they have been 
serving.” 


¥ 


“To achieve and to maintain disinterested justice in 
the processes of government, and the fundamental de- 
cencies of government and society, is even a greater 
accomplishment than to quickly increase the supply of 
electricity.” 


¥ 
“If the people of this country permit the Supreme 
Court to be either ‘packed’ or ‘unpacked’ they will have 
signed away their ultimate protection against absolutism— 
whether at the hands of a majority or a dictator will 
matter little.” 


a 


“Most essential, perhaps, to a peaceable settlement of 
the issues between capital and labor—and, incidentally, to 
the avoidance of the consequences of extremism—is the 
recognition and acceptance by each party of its responsi- 
bilities to the general public.” 








April 
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OF CE 


EQUIPMENT 


Assures—the mostsuitable 
equipment for your particular 
conditions . . . . properly codr- 
dinated overall design....single 
responsibility for performance. 


Result—dependable and 


low cost steam production. 


COMBUSTION ENGINEERING COMPANY, INC. 


200 MADISON AVENUE © NEW YORK 


ion Engineering Corporation Ltd., Montreal A-270-b 
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“Can you really get 
by with only one 
valve way out 
here?” 


“Sure; one's enough 
for positive shut- 
off, Chief. It's a 
Nordstrom.” 


The only valves that meet every major valve 
need. Patented “Sealdport” lubrication assures 
a tight valve, always easy to turn. 


Catalog upon request 


MERCO NORDSTROM VALVE CO. 
A Subsidiary of 


PITTSBURGH EQUITABLE METER CO. 


Main Offices: Pittsburgh, Pa. Branch Offices: New York City, 
Buffalo, Philadelphia, Columbia, Memphis, Atlanta, Chicago, 
Kansas City, Tulsa, Houston, Los Angeles, Oakland. Canadian 
Representatives and Licensees: Peacock Brothers, Ltd., Univer- 
sity Tower Building, Montreal, Quebec. 


ONROSTROM 
—Lirbiicatecd YALY ES 
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Appraising 
property 
for different 


legal 
purposes 


Just PUBLISHED 


THE VALUATION 
OF PROPERTY 


By James C, BONBRIGHT 
Professor of Finance, Columbia University 


Two votumes, 1270 paces. Price per set—$12.00 


HIS remarkable report is the result 

of a ten-year study conducted under 
the direction of Professor Bonbright. for 
the Columbia University Council for Re- 
search in the Social Sciences. 


Part I considers the problem of defin- 
ing “value” in economics and in law. 


Part II takes up the various methods of 
valuation that are applied by appraisers 
and the courts, with separate chapters on 
the actual sales, original cost, replace- 
ment cost, depreciation, and capitalized 
income, as measures of value. 


Part III treats of the special principles 
of valuation that are accepted by the 
courts in different fields.of law. 


The book explains existing precedents 
and in many cases presents Professor 
Bonbright’s opinion on their merits per- 
tinently and sharply. 

The concluding chapter, in addition to 
summarizing outstanding points of the 
treatise, brings the study of valuation 
cases to bear on that much disputed issue 
of “functionalism” versus “conceptual- 
ism” in legal thinking. 


Order through 


Pus.ic Utititmes ForTNIGHTLY 
1038 Munsey Bldg. Washington, D. C. 











This 
Is 


News 
THE OBJECTIVE 
RATE PLAN 


By William F. Kennedy, has just 
been published. It is the only book 
completely describing the plan’s 
history, application and results to 
date. No one who has anything to 
do with rate making can afford to 
overlook this unique volume, based 
on accurate, official and complete 
information supplied by the Com- 
monwealth and Southern Corpo- 
ration. The price is only $1.25. 
Order now from 


Columbia University Press 


Box B484, 2960 Broadway 
New York, N. Y. 














P. U. R. Question Sheet Plan 


AN EDUCATIONAL OPPORTU- 
NITY for public utility men. A fort- 
nightly quiz of ten questions and answers 


on practical financial and operating ques- 
tions discussed and decided by the State 
Commissions in their investigations of 
public utility companies. 


$25.00 a year for the Public Utilities Fortnightly 
with Question Sheets and answers. 


$10.00 a year for Question Sheets and answers 
alone. (This subscription is for those who have 
access to the Public Utilities Fortnightly.) 


For further information address 


PUBLIC UTILITIES REPORTS, Inc. 


1038 Munsey Bldg., Washington, D. C. 
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Executive Days 


Run More Smoothly 


Dictaphone smoothes out an execu- 
tive’s day by absorbing numerous 
routine details such as memos, instruc- 
tions and conferences. It allows the 
executive additional time for creative 
planning and for real executive man- 
agement. 

You will be amazed at how a Dicta- 
phone helps you get your work done 
more smoothly, more accurately, more 
resultfully. Men and their secretaries 


CONSTANT 


This combined meter 
box and service switch is 
built to give constant ser- 
vice under the toughest 
weather conditions. 


SERVICE 





work independently of each other’s 
time and convenience. Let us prove to Aluminum or rust- 
you, without obligation, how Dicta- é proofed steel . . fused 
phone can improve production and pullout switch . . special 
lower costs in your office. weatherproof door . 


DICT APHONE pieny "wiring opace 


any desired knockouts. 
Reg. U. S. Pat. Off. 


Dictaphone Sales Corp. 
420 Lexington Avenue 
New York City 


Write today 
for complete information 


PE BR SR FR NE RE. A 


-WALKER ELECTRICAL COMPANY 
ATLANTA GEORGIA 











Dependable service—long hours 
of it--on and off-off and on! Utilities 
put Alashlights and batteries to the sever- 
est tests, but Ray-O-Vac industrial flash- 


lights and batteries have proven they can 
Pictured here, the fan 
take it. That’s why each year more and more Rice falliercol 
Switch---exclusively 


utilities specify “Ray-O-Vac”’. Woe tanta 


RAY-O-VAC COMPANY 


Formerly FRENCH 8B YMPANY 
MAIN OFFICES and PL AADISO} 51N 
Additional Factories at. Clinto 
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~) (937 ‘TRE-POWERED® PROGRAM 
DRIVES FRIGIDAIRE SALES STILL HIGHER 


Public utilities are again smashing all records with Frigidaire! 


They are cashing in on the 1937 leadershipthey Services for complete home refrigeration, and 
have in product, sales plans, and advertising! proves it! 


LEADERSHIP IN PRODUCT! Unchallengedisthe @ LEADERSHIP IN ADVERTISING! Unsurpassed in 
new “Super-Duty” Frigidaire! With the Meter- appeal to refrigerator buyers is Frigidaire’s dra- 
Miser! With the patented Instant Cube-Release! matic presentation in word and picture. Sales- 

ith the 9-Way Adjustable Interior! With the compelling advertising intensified by a greatly en- 
cores of features that make it the most salable jarged schedule of national magazines and local 
efrigerator “package” ever known. newspapers. National advertising with a Jocal 


LEADERSHIP IN PLANS! Unequalled are the wallop ... going direct to the largest number of 
F higidaire selling plans that crowd showrooms with families ever reached by a refrigerator maaufac- 

get refrigerator buyers! All anxious to vente turer’s national campaiga! 

ee the new “Super-Duty” Frigid- FRIGIDAIRE DIVISION 


—_ General Motors Sales 
that provides ALL 5 Basic A) Ree Dayton, Ohio 





you CAN Do STILL BET. TER WITH FRIGIDAIRE iN 37 / 
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“HALF A MILLION 
COMBINATIONS OF THES 





It is Socony-Vacuum’s job .. . through its Engineerin : 
Service .. . to provide ‘Correct Lubrication’ for 500,000; 
different applications of bearings ... gears... cylinders,” 





Specialized knowledge of 
machines and oil to save 
you money 


T TAKES A GREAT, highly trained 
| organization ta keep fully up 
to date on half a million different 
varieties of vital mechanisms. 


make plant operations more 


economical and profitable. 


Take just 2 few minutes to talk 
with a Socony-Vacuum repre- 
sentative . . . let our experience 
work among your capable plant 
men. It will pay you. 





That’s been the job of the 
makers of Gargoyle Lubri- 
cants for the past 71 years. 


Hundreds of thousands of 
industrial men . . . executives, 
plant managers, machine 
hands ... find that this exclu- 
sive part of Socony-Vacuum’s 
Service to Industry helps to 





WHAT THIS EXCLUSIVE SERVICE 
CAN DO FOR YOUR PLANS 

1 Curb losses that boost power con- 
sumption and costs. 
Decrease maintenance — eliminate 
unnecessary repair bills. 


Improve production results by 
greater machine efficiency. 


Lower lubrication costs. 


Help your men find ways to devise 
important economies. 











SOCONY-VACUUM 


CONS 


Lubricants 


INDUSTRIAL LUBRICATION 
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This International Model 20 Industrial Tractor, equipped with crane, works in the pole yard of an eastern public 
utility company. It also does miscellaneous hauling, spots cars, and operates a snow plow in winter. 


For Economical Power, 


ome to INTERNATIONAL 


The increasing ACCEPTANCE of 
nternational Industrial Power by ex- 
berienced operators is proof that this 
brganization is building to their re- 
huirements. On job after job, the tough 
ork is being given to International 
Power. Users know that when RE- 
SULTS are needed, it is good business 
0 depend on International. 


International Harvester builds for 
ow cost of maintenance as well as for 
ow cost of operation. International 
racTracTors are the most accessible 
rawler tractors on the market. Re- 
laceable cylinders in International en- 


gines are a great money-saving feature. 
Many other refinements in these prod- 
ucts, plus quality construction in every 
detail, mean money in the user’s pocket. 


Bank on International Harvester, 
world’s largest tractor builder, to solve 
your industrial power problems. The 
International line includes wheel and 
crawler tractors (gasoline and Diesel), 
and power units (gasoline and Diesel) 
ranging up to 110 max. h.p. See the 
nearby Company-owned branch, or in- 
dustrial dealer, for complete informa- 
tion. 


INTERNATIONAL HARVESTER COMPANY 


(Incorporated) 


606 So. Michigan Avenue 


Chicago, Illinois 


INTERNATIONAL HARVESTER 
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COMBINED METERS SANGAMO TYPE HV METER 


AND TIME-SWITCHES 





The Type HV instruments combine q 
standard singlephase HF watthour 
meter with a synchronous motor time. 
switch—in various switching arrange. 
ments—supplied with or without two. 
rate register. Low cost installation and 
minimum space requirements make 


TYPE HV-11-S-2 


them desirable for metering and con. 
TYPE HV-11-A 


trolling off-peak loads. 


Modern Meters for Modern Loads 


SANGAMO ELECTRIC COMPANY 


SPRINGFIELD, ILLINOIS 





METAL-CLAD ASK FOR 
SWITCHGEAR 3A ON 


(OUTDOOR FORM) 


15 K. V. OIL IMMERSED 
WATER TIGHT 
DISCONNECT SWITCH 
(MANHOLE SERVICE) 


Delta~Star QQ) Electric Ge 


2400 BLOCK, FULTON STREET, CHICAGO, ILL. 
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® Mileage figures are so often disregarded as mere statistics that 
we believe it more to the point to say that A. C. S. R. is enjoying 
the same overwhelming preference for rural lines which it has 
always received in the field of high voltage. Aluminum Company 


of America, 2134 Gulf Building, Pittsburgh, Pennsylvania. 


ALCOA:-ALUMINUM 





— 
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DAVEY LINE CLEARING SERVICE 


Why Davey Service? 


Many features of Davey service delight 
utility companies. Some of these are: 


PIPE 
STOPPERS 


All Types @ Low Unit Costs 
@ Availability Everywhere 


PIPE LINE SUPPLIES © Hand-picked Men 


Goodman Stoppers °.s 
Gardner-Goodman Stoppers ® Thorough Training 
Goodman-Peden Stoppers @ Systematic Planning 

Goodman Cylindrical Stoppers +s 
Bags—Rubber, Canvas Covered @ Constant Supervision 
Plugs, Service & Expansion & Reliability 
Pumps 
Masks 
Brushes 
Tape—Soap & Binding 


Catalogue mailed on request. 


Davey men welcome difficult problems. If 
you have a tree situation that troubles 
you, try Davey service. It will please you. 


THE DAVEY TREE EXPERT CO. KENT, OnI0 

SAFETY GAS MAIN STOPPER CO. 
523 Atlantic Avenue DAVEY TREE SURGEONS 
Brooklyn, New York 








USE DOUBLE SEALS FOR ECONOMY AND 
TIGHTER COPPER CONNECTIONS 


Smaller copper tubing will do the job so much better than lay 
heavy, iron pipe. Fewer fittings are needed, for smooth cop 
ge ine replace many fittings. BUT MOST IMPORT. 


IS THE JOINT ITSELF. Double Seals provide the strom 

method of joining copper tubing. They are copper to co 

with no sealing agent required. They will stay tight dé 

severe pull, twist, They are appr 

¢ ' pipe and fitting j§ bend, vibration vacu- : by Underwriters 

4 plus 9°), Use Double  =—Ssum, freeze and heat b Ay oratories. Write 
seals wherever strong, air §=— stresses. an A details. 


tight, vibration—bend— - | 
— onne 00. \y - PENNA 
tions re desired es HAYS MFG, CO y ERIE. PE 


cee peci/ HAYS DOUBLE SEAL! 
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On the docket for today 


FARMING IMPLEMENTS 


“Listen, Lad. Here are three reasons 
why farm implement manufacturers are 
good prospects for the Power Load- 
Building Departments. One. They’re 
using arc welded construction more and 
more. Two. Their business is thriving. 
Three. There is a back to the farm move- 
ment—and this time it is riding in 
stream-lined autos.” 


Free Arc Welding Instruction for Power 
Salesmen. For particulars, get in touch 
with our main office in Cleveland, Ohio. 
Dept. Y Y-378. 


“You're right, Pop, good things come in 
threes. Arc welded construction is good 
for the farmer because he gets a better 
implement. It is good for the manufac- 
turer because it cuts his costs. It is good 
for the Power Company because it makes 
the meter spin. All you have to do is 
plant the seed. The load will grow and 
grow!” 


Every pound of electrodes requires 
1.75 kilowatt-hours. The average welder 
uses 5,000 to 10,000 lbs. of electrodes 


per year. 


No. 23 of a Series 


THE LINCOLN ELECTRIC COMPANY 


Largest Manufacturers of Arc Welding Equipment in the World 


CLEVELAND, OHIO 
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KISCO Provides Low Cost Summer Comfort | 
The Kisco AlIRistocrat : 


Patented “Deflecto” Recirculator 


Here is a marked advance in fan design and construction—, 
combination of utility plus cooling comfort. The “Deflecto” 
principle has long been recognized for its quiet, effective, and 
unique performance. It is now offered in five models, each in 
three sizes. When Style, Beauty, Quiet, and Effective Per. 
formance are desired, specify Kisco “Deflecto” Recirculators, 


The De Luxe Air Mover 


Is now offered in four models—Ceiling, Wall Bracket, Pedestal 
Base Model, and “Hi-Boy.” 

Cooling and air circulating problems can be quickly solved 
with a Kisco “DeLuxe” Air Mover. The high efficiency is due 
to its exclusive design and rugged construction. It is sold on 
performance. 


The Pedestal 
also “Hi-Boy” Air Mover 


Is offered in three models—the “DeLuxe,” “Q-T,” and 
Belt-Drive. The direct motor driven pedestal and “Hi- 

Boy” Air Movers can be supplied with two speed con- 

trols. These two models are also furnished with the adjustable 
high pedestal arrangement. 


All Kisco “DeLuxe” Air Movers are also equipped with the 
special fan adjustment feature. A size and model to meet your 
particular demand. 


Exhaust Fans--16' to 48'--Motor and Belt- Drive 


When a Kisco Exhaust Fan goes in, the fumes, heat, and polluted air go out. Long, 
dependable, and efficient service is guaranteed, because Kisco Exhaust Fans are built 
up to Quality and sold on Performance, not inches. 


The wide selection, 16 to 48”, eliminates the necessity of installing two fans. Why 
hoard foul, polluted air. Write for Fan Catalog P. U. 437. 





“BREEZY TALES OF SUMMER SALES” 
Write for your copy today! 


KISCO [COMPANY INC. 


St. Louis, Mo. 
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PLANNED ILLUMINATION 
PLANNED ECONOMY 
— > 


GShRLVRAY 


ul; tiyalex 


PROCESSING 


ARE YOU INTERESTED IN SECUR- 
ING MORE EFFECTIVE STREET 
ILLUMINATION FOR YOUR IN- 
VESTMENT IN YOUR TERRITORY? 
A comprehensive plan has been de- 
veloped by the application of Silvray 
“MULTIPLEX” Processing, adapta- 
ble for use in any city or town, which 
will accomplish this result with a 


Pfau dd ~ 
PB PPPPP PDL LDL LLL LL LL ALA LL et 





261 N. Broad St. 


AMERICAN STREET ILLUMINATING CO. approval of Utility and Municipal 


“Backed by 59 Years’ Street Lighting Experience” and they’re yours upon request. 


tangible return to the Utility. 
This plan has met with the unanimous 


Officials where tried. 
You'll be interested in the details . 


Phila., Pa. 


POPP DOLLA LD DD LLL 





























DAVEY Compressor Trucks 


WILL CUT YOUR MAINTENANCE COSTS 


Because Davey Compressors take their power from the truck engine, they require only about one-third of the truck 
capacity. The rest may be used in a variety of ways in handling maintenance work. 

So you have a dual-purpose unit, which may be used full time, either as a truck or as a compressor. You do not need 
a second truck to carry a compressor to the work. 





Some Distinguished Owners: 


Boston Consolidated Gas Company 
New York Power and Light Corporation 
Michigan Bell Telephone Company 
Iroquois Gas Corporation, Buffalo 
City of Syracuse, N. Y., Div. of Water 
Connecticut Light and Power Company 





Also, because compressed air is always available, your men will use 
time-saving air tools to do many smaller jobs which would otherwise 
be done at much greater expense by hand. 

Davey truck-driven compressors are thoroughly proven in six years 
hard service. Let us tell you more amout them. 


DAVEY COMPRESSOR CO., Inc. 


KENT, OHIO 
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Whether You Buy A Tankful Of Gasolene Or 
A Carload Of Oil—You Can Be Sure That 
CITIES SERVICE PRODUCTS Are Unsurpassed! 


THE QUALITY of Cities Service gasolenes, oils and greases is guarded 
every step of the way from the oil well to you. For Cities Service is a 
completely integrated unit in the oil industry, engaged in all phases 
of petroleum operation ... production, transportation and refining. The 
finished products, backed by 74 years of refining experience, reach 
you through 15,000 reliable outlets. The Cities Service emblem is 
your guarantee of dependable products and efficient, courteous service. 


CITIES SERVICE [2 Serves A Nation! 
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ROYAL'S PERFORMANCE CAN 
NOT BE DUPLICATED! 


Shift freedom, Touch Control*, Finger 
Comfort Keys, Automatic Paper Lock 
—more than a score of improvements 
are exclusive with Royal, developed 
and perfected by Royal solely for 
Royal users — available on no other 
make of typewriter! 


“Trade-mark for key-tension devise. 


Thousands of offices are now replacing 
outmoded typewriters with Royals. 

They have found that only the Easy-Writ- 
ing Royal produces typing as quickly, and 
at the same time as accurately, as busi- 
ness demands it! 

For Royals are faster ... they have the 
world’s easiest action . . . they turn out 
typing that is free from errors, right 
when first typed! 

Invite a demonstration . . . Compare the 


Work! Modernize! 


Royal Typewriter Company, Inc., 
2 Park Ave., New York 


The world’s largest company devoted exclusively to the manu- 
facture of typewriters. Makers also of the Royal Portable 
Typewriter for home and student use. Factory: Hartford, Conn. 


WORLD'S NO. 1 
TYPEWRITER 


Copyright 1937, Royal Typewriter Company, Inc. 
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. «+» SHOWS UP IN LOWER ERECTION COSTS 


Grinnell pre-tested fabrication 
means more accurate dimensions, 
fewer field joints, less field 
testing —all of which means 
substantial savings in pipe 
erection costs. 

In the Grinnell shops every 
welded joint is the work of an 
expert. In fact, only an expert 


GRINNELL 
EXECUTIVE OFFICES 


Branch Offices 


welder could meet the rigid 
requirements laid down by 
Grinnell. 

When plans call for pipe bend- 
ing and welded joints, most 
engineers turn to Grinnell for 
correct interpretation and fabri- 
cation. 


COMPANY 


PROVIDENCE, R. 1. 


in Principal Cities 


GRINNELL. 
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OU don’t need an introduction to mill Offset for advertising broadsides; 

Hammermill Bond. It has probably Hammermill Mimeograph and Duplicator 
worked for you at least some part of the for reports, charts and department in- 
twenty-five years it has served the Ameri- structions. Hammermill makes a range of 
can business public. But possibly you are papers for nearly every business use, and 
not acquainted with Hammermill Ledger they are all made to Hammermill quality 
for records; Hammermill Safety Paper and distributed to printers through the 
for checks and negotiable documents; nation-wide merchant group known as 
Hammermill Cover for catalogs; Hammer- Hammermill Agents. 





Pome) EREE ... COMPLET; 
SAMPLE BOOK 


AMMERM, ; 


" BOND -< 


MERMILL | 
Duchrome 


DIRECTLY ABOVE is shown 
the Comprehensive Sample Book 
of Hammermill Papers—more 
than 221 pages of quick, useful, 
authentic informaticn on paper 
selection. 5% x 8%” in size... 
ny about 1%” thick... fits snugly 
¥ nnoune® wAMMERM), in a corner of your desk or in the 
COVER drawer. Free if you will attach 
the coupon to your business 
letterhead. 





P.U.F.-4-1£ 
Hammermill Paper Co., Erie, Pa. 


pyrmieRhaeg 
COVER Gentlemen: Please send me your 


Comprehensive Sample Book in- 
——s the entire Hammer- 
mill family. 


Name 





Address 








(Please attach to your busi- 
ness letter. 
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OFTEN PAYS 


FOR ITSELF ON OWE JOBE ; 





@ A recent development with the public utilities i 
the use of these hammers in driving ground tod 
There is available some interesting information 
which is yours for the asking. Also, efficient and 
economical in other types of hammer work such # 
drilling, cutting, driving, breaking and tamping 
No auxiliary equipment is needed. 


ay, 


& 





‘ne. 


arco hammers are known jor ter BARCO MANUFACTURING CO. 


portability, efficiency and economy. 
1803 W. Winnemac Avenue, Chicago, lil, 


q BARCO,” iii: 
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Have Been 
Bought 
for 
Direct / 
Firing: 


B&W Pulverizers having a total capacity of over 2600 tons of coal 
per hour have been bought in the United States alone for the 
direct firing of boilers. All these pulverizers are of the same type 
and many of them have been in service for periods of one to seven 
years and have proved conclusively that they— 

Can be depended upon to give reliable service, 

Can handle coal of any grade or moisture, 

Respond readily to load changes, 

Maintain fineness, 

Maintain capacity, 

Provide a rich starting mixture, 

Are not damaged by tramp iron, 

Are adapted to fully automatic operation. 
These and other: reasons why the Type B Pulverizer is the logical 
choice for direct-firing pulverized-coal systems are fully discussed 
in Bulletin G-19, which also presents the many advantages of the 
B&W Direct-Firing System. For your copy simply return the coupon. 


THE BABCOCK & WILCOX COMPANY [tHe sascock & WILCOX COMPANY 


| 85 LIBERTY STREET NEW YORK, N.Y. 
Pleese send... without obligation e 
copy of the “B&W Direct. Firing System™ 


85 LIBERTY STREET, NEW YORK, N.Y. 





BABCOCK & WILCOX j—_— ~ 
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tn Mounting 1937 


Proof y | 
of Quality » ito 5 MILLION 


1920 
2 MILLION TRIDENT & LAMBERT 
COMBINED JULY 1925 





1913 
| MILLION 


OVER 6 MILLIO 


A 


and Lambert Water Meters j 
Now Sold the World ove 


Up—up—up sweeps the line of Tride 


and Lambert acceptance. For these 

the Water Meters that not only meet 

conditions—that not only assure su 

tained accuracy and maximum water reven 

—but that wipe out obsolescence and deterior 

tion through their feature of INTERCHANGE) 

Trident and Lambert “Split Case ABLE parts. Truly Pioneers—and always leader 
rye utc or ll —in moter progress. A type for every pure 

takes no deep dip...as contrasted | Neptune Meter Co. (Thomson Meter Corp.), 5 

Seis amines Pavimeh ied “West 50th Street (Rockefeller Center) New Yor ! 


tect against danger from freeing. City—also—Neptune-Meters Ltd., 345 Sora 


We make many other types... 
Literature? Ave., Toronto, Canada. 
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Jee the exact temperature 


through these"EYES”... 














Through Taylor Dial Thermometers read clearly... 
accurately... unfailingly... the temperature-picture 
at important points in power production 


NGE (/HERE no permanent record is 
needed . . . where no comparison 
temperatures during a twelve or 
nty-four-hour period is desired . . . 
where there must be a constant 
k on temperatures, use Taylor Dial 
ometers to watch them for you. 
Taylor Dial Thermometers meet ex- 
ing demands for accuracy, durability 
i long service. They are simple and 
dy in design, and are the product of 


tsmen who combine knowledge of. 


lustrial and scientific needs with super- 
ive skill in construction. 
he Mercury-Actuated type of ther- 


mometer is particularly designed for use 
where operating conditions are severe. 
It is efficient anywhere within limits of 
minus 40° F. and plus 1000° F. 

The Vapor-Actuated type is especially 
useful where very open scale divisions 
are needed over a restricted working 
temperature range. It can be used for 
temperatures up to 660° F. 

Because of the fine accuracy and un- 
usual durability of all Taylor Dial Ther- 
mometers, users find that it is worth 
while to standardize on them through- 
out their plants. Discuss their use with 
a Taylor Representative, as we hope 


you will talk over any of your problems 
of temperature, pressure or flow control. 
See him about details on Taylor indicat- 
ing, recording and controlling instru- 
ments and on Taylor Control Systems 
specifically for use in Power Plants and 
in the distribution of power. Taylor 
Instrument Companies, Rochester, N.Y., 
or Toronto, Canada. Manufacturers in 
Great Britain—Short & Mason, Ltd., 
London, England. 


“Tau 


Indicating J Recording + Controlling 


TEMPERATURE, PRESSURE and 
FLOW INSTRUMENTS 
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PROTECTIVE GROUNDS 
ARE BETTER EQUIPPED 
TO DO THEIR PART 


Installed out of sight, where 
periodic inspection is imprac- 
tical, Copperweld Ground 
Rods and Grounding Clamps 
insure the dependability of 
your protective grounds. 


Although Copperweld Ground 
Rods offer the permanence of 
copper, because of their rust- 
proof copper exterior, the 
are nevertheless caened, 
Also, they can be driven 
age without bending, as 
the steel core of these rods 
makes them extremely rigid. 






















Specify Copperweld Rods 
and Clamps—and guard 
against substitutions 





COPPERWELD STEEL COMPANY 


GLASSPORT PA. 
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The sale of electric water heaters is 
attractive business for both manufac- 
turer and utility. But how will their 
sale affect good-will . . . will the water 
heaters stay sold? 


That depends on how the heater per- 
forms: in delivering hot water as needed; 
in cost of operation; in safety; and in 
durability. 


The performance of any water heater, 
in one or all of these respects, can be 
readily determined by Electrical Testing 
Laboratories, thanks to special measuring 
apparatus and instruments and condi- 
tioned test rooms. 


Performance facts on water heaters, 
or on other electrical appliances, make 
it easier for a utility to decide whether 
such equipment will stay sold and con- 
tinue to build good will. May we serve 
you? 






ELECTRICAL 
TESTING 
LABORATORIE> 





~ 
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WILLIAM A. PRENDERGAST 


who was for nine years Chairman of the New York State Public Serv- 
ice Commission; who was Comptroller of the City of New York during 
the period when the Dual Subway Contracts were consummated; and 
who has until recently been an officer in one of the leading utility com- 
panies of the East, 


Discusses Matters of 
Special Interest to You In 


PUBLIC UTILITIES AND 
THE PEOPLE 


In this new volume the author gives a comprehensive picture of 
the vastly important and complex problems which the utility compa- 
nies—particularly the electric utilities—are having to face today. 
Written by a man whose unique background makes him a highly 
qualified authority, the book is timely to an unusual degree in view 
of the current agitation over public utility issues. Beginning with a 
general analysis of the nature and function of public utilities, the 
author proceeds in a logical and thorough manner to more particu- 
lar problems. He squarely tackles the vexing question of the “Pow- 
er Trust,” fearlessly considers in three brilliant chapters the func- 
tioning of holding companies, likewise devotes three chapters to the 
much debated subject of valuation, fully considers the problem of 
rates, and sums up with an estimate of what regulation has done and 
should do and with a provocative discussion of public ownership. 
Among the positive conclusions that Mr. Prendergast reaches is the 
belief that the “Power Trust” does not exist, that valuations should, 
according to the definition of the Supreme Court, be determined by 
present reproduction value, and that regulation by state commis- 
sions should be perfected and strengthened. 


PRICE, $3.00 


PUBLIC UTILITIES REPORTS, Inc. 
Munsey Bldg., Washington, D. C. 
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Wagner DISTRIBUTION 
TRANSFORMERS have 
PLM dil-tt-e ees VALUES: 


@ THEY ARE EFFICIENT. Wesgnes Types MED and OE Ge. 
tribution transformers have low core and copper losses and 
their ratio of losses are such that they have good all-year 
efficiencies. 


1937 









@ THEY ARE WELL DESIGNED. Due to precision of manufac- 
ture, careful selection of materials and parts, and intelligent 
engineering, Wagner transformers have all the features that 
are necessary for satisfactory performance, and yet they are 
unusually advanced in modern design. 


@ THEY ARE THOROLY TESTED. All parts and completed 
transformers are carefully tested to meet exacting specifica- 
tions according to the latest transformer standards— an as- 
surance that Wagner transformers are reliable, free from 
defects, and will give many years of continuous duty. 


@ THEY WILL GIVE SATISFACTORY SERVICE. Wagner 
transformers of today are the result of constant improvement 
in their mechanical design and efficiency, gained from the 
experiences of highly trained Wagner engineers and trans- 
former users... working hand in hand .. . during 45 years 
of pioneering and developing. These years of experience have 
enabled Wagner engineers to determine the electrical designs 
that are best for satisfactory service. 


@ THEY HAVE IMPROVED FEATURES. Wagner transform- 
ers are representative of the latest devel mente in trans- 
former design and manufacture... bu: and insulation 
coordination, steel tanks, protected and forced end-turns, 
non-aging silicon-steel cores, advanced core assemblies, extra- 
strong element structures. 





@ THEY ARE CAREFULLY CONSTRUCTED. In the coil wind- 
ing, core construction, assembly and tank construction of 
every Wagner distribution transformer there is that extra 
skill and care that only experienced men under competent 
so ee aa can impart into a product. Every step is double 
checked. 





i @ CONVENIENT SERVICE FACILITIES. Because Wagner main- 

: tains 25 branch offices, warehouses, and service stations in 
all parts of the country, Wagner can give better and quicker 
service to your needs. 


WasnerElectric Corporation 


6400 Plymouth Avenue, Saint Louis,U.S.A. 
TRANS FRR MERS Geen) O Mee 6 FANS 
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Beautiful Matched Ware 





ARROW 


ALUMINUM 


Modern Steel Handles 
Straight Sides 
One piece handle con- 
struction for greater 
strength, 
straight-sided 

boiler. 


ote 
double 


Trigger Lifts Spout 
Cap on Tea Kettle 
Trigger in handle per- 
mits opening or clos- 
ing spout cap with 
index finger. histle 
in cap sings as water 

boils. 





New Design — New Finish 
Appeal to the Consumer 


All the features recommended for range 
efficiency and economy are combined in these 
modern utensils. They provide an entirely 
“different” and potent force for increasing 
sales and use of the Gas Range. 


Entirely New Features 


Flat bottoms that fit snugly over the burners; straight 
sides that distribute the heat evenly; hard, quick-heating 
sheet aluminum; and non-burn bakelite trimmings are 
only a few of the cog | features of these utensils. Two 
finishes are available: Sparkling Satin-Ray or brilliantly 
polished Silver-Sheen. 


Write for Prices and Sales Plans! 


Stimulate sales by offering Arrow Ware 
as an accessory to your range. Various 
combination sets are available—and there’s 
a set that comes within your price margin. 
Write for prices and outlines for success- 
ful promotions! 





.. Increases Gas Range Sales 


Percolator Cover Pre- 
vents Boiling Over 
Cover fits deep over 
sides of basket—pre- 
vents boiling over. 
No hinge on cover to 

break. 


— 


= 
= 


No-Drip Spout 
Percolator spout has 
no-drip construction, 
easily cleaned. ix 
rivets attach handle 
socket securely. 


WEST BEND ALUMINUM COMPANY 


Dept. 664 


West Bend, Wisconsin 
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FOR PERFECT CONTROL SPECIFY TITAN 


TITAN RELIEF VALVE 


Titan Temperature and Pressure Relief Valve pre- 
vents excessive pressure and temperature. Pressure 
relief is obtained by means of a spring loaded valve 
which opens when pressure reaches a predetermined 
point. Temperature relief is obtained by means of 
fusible metal disc which melts at 200°F and perm 
the overheated water to be discharged. 











TITAN SAFETYSTAT 


Titan Safetystat automatically shuts off all gas tc 
the burner in the event excessive temperatures are de- 
veloped. Before resuming normal operation, the cause o 
excessive temperature should be determined and reme 
died. To resume normal operation after Safetystat ha 
functioned, valve plunger must be reset. No fusibl 
member to be replaced and no necessity to disassemb 
the valve in any way. 


TITAN SNAP ACTION THERMOSTAT 


Titan Snap Action Thermostat is an extremely sen 
sitive instrument, providing perfect control of wate 
temperature. Its simplicity and ruggedness is a guar 
antee of long life. Equipped with a Temperature Se: 
lector which permits adjustment over a wide rang 
Decided advantage over the type that is set at t 
factory for only one fixed temperature. Sizes are fro 
2” to 11”. Used on all types of gases. 











TITAN DELUXE DRAIN COCK 


Titan Nu-Drain is in harmony with the cleancu 
appearance of the new heaters. Its compact desig 
provides almost complete concealment of the body. 1 
improves the appearance of any heater. 


TITAN SAFETY PILOT CONTROL 


Titan Safety Pilot Control Type B-16 operates b 
means of a bi-metal strip in contact with the pilot fla 
This instrument automatically prevents escape of un 
burned gas from the main burner in case the constan 
pilot flame should become extinguished. 














Titan Controls are built to meet the rigid re- 
quirements of water heater manufacturers. They 
are standard equipment on most automatic 
storage water heaters approved by the A. G. A. 


ee  —— 
HE TITAN VALVE & MANUFACTURING COMPANY 


ERMOSTATS » » SAFETY PILOTS » » RELIEF VALVES » » SAFETYSTATS 
913 Elk Avenue Cleveland, Ohio 
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RILEY PULVERIZE 


im Central Sia 





Plant after plant in the Public Utility industry has swung to 
Pulverizers .. . definitely establishing Riley as one of the leac 


Edison Electric Illuminating Co., Boston . . . Repeat € ' 
Hartford Electric Light Co., Conn. . . . Repeat Order 
Potomac Electric Power Co., Washington, D.C. 
Oklahoma Gas & Electric Co. . . . Repeat Order 
Stamford Gas & Electric Co., Conn. 

City of Springfield, Il. 

City of Tacoma, Wash. 

Savannah Electric Co., Georgia 

Dubuque Electric Co., Iowa 

Central Iowa Power & Light Co. 

Lynn Gas & Electric Co., Mass. 

Upper Michigan Power & Light Co. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEV ELAND DETROIT TACOMA 
ST. Louis CINCINNATI HOUSTON CHICAGO ST. PAUL KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 
BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZ ERS - WATER-COOLED FURNACES 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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BUY NEW 1937 CHEVROLET 





"MORE POWER per gallon LOWER COST per load 


New Steelstream Styling —Solid Steel Turret Top Construction — 
Complete Insulation Throughout—all add to that greater dollar 
value for which Chevrolet trucks are famous. 


PERFECTED HYDRAU- 


LIC BRAKES — NEW 
HIGH-COMPRESSION 


VALVE-IN-HEAD 
ENGINE — MORE LOAD SPACE 
— IMPROVED LOAD DISTRIBU- 
TION — NEW STEELSTREAM 
STYLING — IMPROVED FULL- 
FLOATING REAR AXLE WITH NEW 
ONE-PIECE HOUSING (on 1'/-ton 
Models) — NEW ALL-STEEL CAB — 
PRESSURE STREAM LUBRICATION 





General Motors Installment Plan—monthly payments to suit your purse. 


CHEVROLET MOTOR DIVISION 
General Meters Sales Corporation 
DETROIT, MICHIGAN 


You get more for your money when 
FOR oomeica, YOu buy a new 1937 Chevrolet truck or 
TRANSPORTATION Commercial car. That will be perfectly 
plain to you when you study the accompanying list of 
Chevrolet features; and it will become even plainer 
when you try one of these trucks on your own job. 

Nowhere else at Chevrolet’s low prices will you 
find a truck so safe; or one that combines such great 
power with such great economy; or one that is so 
pleasing to the eye. Because nowhere else will you 
find a truck with Chevrolet’s features, including 
Perfected Hydraulic Brakes, New High-Compression 
Valve-in-Head Engine and Steelstream Styling. 

Buy one of these new Chevrolet trucks or com- 
mercial cars for greatest pulling power and greatest 
economy. Buy one for more power per gallon— lower 
cost per load. See your nearest Chevrolet dealer—ioday/ 
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Stationary Service Demands Nothing 
; e Less Dependable 


HE battery that is chosen for elec- 

tric power control, telephone, rail- 
way, signal, or other vital stationary 
service, must be dependable over a long 
period of time. 


Because no other battery has ever 
been developed whose life and _per- 
formance records could equal that of the 
Exide Chloride Battery in stationary 
service, utility engineers as well as those 
of numerous industrial plants, all over 
the world, put absolute confidence in it. 


Cc H L @] Rl D E For whatever purpose you need a storage 


battery, some one of the many types of 
BATTERIES Exides available will completely fulfill your 
requirements. 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 


The World’s Largest Manufacturers of Storage Batteries for Every Purpose 
Exide Batteries of Canada, Limited, Toronto 








» 


Reserved for 


an 


MSA Advertiser 
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USE CLEVELANDS- 


for Quality Trench Equipment 


ay 44 - OP eo 
The Cleveland “Baby Digger” pioneer of 

small trenchers is extensively used by Gas, 

Telephone, Electric Light, Water Companies, 

etc. in cities and suburbs where compact, 

mobile and flexible trench-cutting equipment 

is demanded. 


Built-in features make it available on a 
maximum percentage of such work. 


e CLEVELAND 
BY DIGGER Model 95“ 


The “Model 110” has the speed, power and 
stability for ditching cross-country on 
Natural Gas, Oil, Gasoline and “Buried 
Cable Lines. 


Built for operation in the roughest country 
under difficult soil conditions. Friction free 
enclosed units eliminate wear. Cuts thou- 
sands of feet of trench per day at lowest 
possible cost. 


eS RET A tonal re 


e CLEVELAND 
MODEL 110 


The Cleveland “Tamper-Backfiller” is the 
most economical and satisfactory method of 
permanently replacing dirt in excavations. 


Reduces hazard of pavement-depressions. 
@ Permits completion of work and restoration 
of surfaces immediately. Costs little to 
operate. Compact design and mobility permit 
its use almost anywhere. 


TAM PE R-BACKFILLER 


-ALSO- 
CLEVELAND TRAILERS — CLEVELAND TRENCH GUARDS 


THE CLEVELAND IRENCHER COMPANY 


20100 ST. CLAIR AVE. CLEVELAND, OHIO 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly 








Apply new efficiency 
to all accounting 
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while conforming to the 


NEW ACCOUNTS 
CLASSIFICATION 







































































N meeting the New FPC Classification of 
Accounts, utility executives are urged to 
investigate the advantages offered by 

punched card accounting. The efficiency 
of this method in the handling of va- 
rious utility procedures has long been 
recognized. 

Now, that an entirely new classification of 


accounts is proposed, the punched card 
method offers a two-fold advantage... . 


(1) It enables a utility company to strengthen 
its entire accounting set-up. (2) It provides 
a method of meeting new requirements with 
accuracy and new speed. 

IBM representatives are aware of the prob- 
lems which are confronting you at this time. 
These men are in a position to make valu- 
able suggestions and to give you full co- 
operation. Call your nearest IBM office 
today. No obligation. 


INTERNATIONAL BUSINESS.) MACHINES CORPORATION 


General Offices: 
270 Broadway, New York, N. Y. 


Branch Offices in 
Principal Cities of the World 
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SPECIFY 


MERCOID CONTROLS 





THEY INCREASE THE EFFICIENCY 
OF AUTOMATIC HEATING EQUIP- 
MENT. GIVE MORE DEPENDABLE 
PERFORMANCE. REQUIRE PRAC- 
TICALLY NO ATTENTION. WE 
INVITE A CRITICAL COMPARISON 
SEE OUR CATALOG FOR DETAILS 





THE MERCOID CORPORATION 


GENERAL OFFICE AND FACTORY 
4201 BELMONT AVE. + CHICAGO, ILLINOIS 


New York Office: Philadelphia Office: Boston Office: 
90 WEST STREET 3137 N. BROAD ST. 25 IVY STREET 


DISTRIBUTORS IN ALL PRINCIPAL CITIES 


HE MERCOID CORPORATION «+ 4201 BELMONT AVENUE « CHICAGO, ILLINOIS 
ANUFACTURERS OF AUTOMATIC CONTROLS FOR HEATING, AIR CONDITIONING AND VARIOUS INDUSTRIAL APPLICATIONS. 


GENTLEMEN: PLEASE SEND YOUR CATALOG No. 100-T 
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Modern principles 
of valuing industrial properties 
and how to apply them 


This book presents the basic principles underlying the valuation of industrial properties, 
with illustrations of their application to specific valuations. ‘The book includes a 
synopsis of all the controlling United States Supreme Court decisions affecting the 
practice of valuation, and the development of an entirely new principle of depreciation. 


J ust Published 


ENGINEERING VALUATION 


by ANSON MARSTON 
Senior Dean of Engineering, Iowa State College 


and THOMAS R. AGG 
Dean of Engineering, Iowa State College 


655 pages, 6 x 9, illustrated, $6.00 


Practicing engineers and appraisers will find this comprehensive, up-to-date treatise 
embodies the results of the widely known valuation research carried on for 16 years 
at the Iowa Engineering Experiment Station. They will find that it embodies also 
the many court decisions since 1919 which have established and clarified fundamental 
valuation law. The book presents in practical form the results of work that has 
done much toward putting the mortality characteristics.of industrial property on a 
sound, scientific, actuarial basis. 


Special features of this book: 


the condition—per cent tables 


the methods of using mortality curves as aids in forecasting the probable service 


lives of industrial-property units 
the methods for estimating and accounting for actual depreciation 
—— the detailed analyses of 68 court decisions on valuation 
the tables of approved or implied allowances in valuation decisions for overhead 
costs, preliminary-expense value, going value, and working capital. 





Order from 


PUBLIC UTILITIES REPORTS, INC. 
1038 Munsey Bldg., Washington, D. C. 
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GOOD 
INSULATORS 


V7] 


Insulators are only as good as the 
experience and workmanship put in- 
to their production. 





Our product is produced by men 
of the greatest experience to be found 
in the industry. 


Vicror made insulators are Goop ORM To 
INSULATORS on TEST 


Catalog on request 


Victor Insulators, Inc. 
Victor, N. Y. 

















Important 
New Features 
That Produce 
Sales Response 


ELECTRIC RANGES 


Distinctive styling . . . welded, sky- 
scraper type frame . . . stainless steel 
oven unit .. . “FIBERGLAS” blanket 
insulation . . . and the new FLAT 
L&H Calrod Unit which gives greater 
contact with utensils . . . faster, more 
economical cooking. 


A. J. LINDEMANN 
& HOVERSON CO. 
MILWAUKEE WISCONSIN 
New York Chicago 
Get the facts about the 1937 line. San Francisco 
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i 4 
é x |Two 
a 4 
—* j “4 TWIN STRAINERS 
a : ‘\ : > 1 Size 12 in.—installedahead 
Y ‘ - | of the circulating pumps 
< . ~~ F 


serving a surface con- 





denser in oa utility plant. 


They insure elear water — complete protection 
of pumps, condensers, and other water-handling 
equipment against solid matter which would 


STR Al NERS cause damage. Their twin compartments mean 


uninterrupted service — one side is always work- 
ing, while the other may be opened for cleaning 
save the basket which catches debris. Cleaning is 
quick and easy. 
trou ble Twin Strainers are used in utility plants on 
circulating water lines to medium-sized conden- 
sers, in service water lines, lubricating and fuel 
oil lines. Sizes 2’”’ to 42”, large sizes motor- 
operated. Also built in single types. 
Ask for Bulletin A-6. 


A-230 

















id 
PITTSBURGH, PA. 
Accessories Department: Jk ANNETTE, PA. 
District Offices Tile idalit ipal Cities 
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{ Greater New York Safety Council concludes session, New York, N. f ale 
1 Wisconsin State Telephone Association ends meeting, Madison, Wis., 





Y American Water Works Association, Canadian Section, ends convention, Montreal, 
Canada, 1937. 





{ Pennsylvania Gas Association will hold meeting, Sky Top, Pa., May 4-6, 1937. > 








1 A. G. A. Natural Gas Department will hold session, Kansas City, Mo., May 10-15, 1937. 








{ International Association for Testing Materials starts international congress, London, 
England, 1937. 





q ro gs Gas Measurement Short Course begins, University of Oklahoma, Norman, 
a., : 





{ Ohio Independent Telephone Association opens convention, Columbus, ag 8 a 
{ Missouri Asso. of Public Utilities begins meeting, Excelsior Springs, Mo., 1937. 





{ Alabama League of Municipalities convenes for session, Mobile, Ala., 1937. 





{ National Electrical Manufacturers Association will convene for spring meeting, Hot 
Springs, Va., May 16-20, 1937. 





{ American Society of Civil Engineers concludes spring meeting, San Antonio, Texas, 1937. 








q A. G. A. Production and Chemical Conference will hold meeting, New York, 
N. Y., May 24-26, 1937. 





{ National Rivers and Harbors Congress starts convention, Washingten, D. C., 1937. 
¥ Chamber of Commerce of the U. oe A. begins meeting, Washington, D. C., 1937. 





{ Southeastern Electric Exchange will hold fourth annual conference, Hot Springs, Va., 
May 27-29, 1937. 














{ Indiana Gas Association opens convention, New Castle, Ind., 1937. 
q Electrochemical Society starts spring meeting, Philadelphia, Pa., 1937. 
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Fixing Depreciation Rates 
for ‘Telephone Companies 


Why this regulatory function should be vested in 

the state commissions. Discretionary power of the 

Federal Communications Commission to settle to 

the satisfaction of the states a depreciation problem 

with which the Interstate Commerce Commission 
struggled for fourteen years. 


By E. J. HOPPLE 
FORMER OHIO PUBLIC UTILITIES COMMISSIONER 


ERIODICALLY the. question of the 

respective limits of state and Fed- 

eral jurisdiction seems to rise to 
the surface of our political and eco- 
nomic life and become a paramount 
issue. If it is such an issue now—as it 
appears to be—it might be well to recall 
that in utility regulation it is always 
before us; it has no cycle of dormancy 
and activity. 

In fact, the line of demarcation be- 
tween state jurisdiction in utility regu- 
lation and that of the Federal govern- 
ment becomes more and more impor- 


467 


tant to define, because our utilities are 
integrated more than ever. The larger 
companies transmit power and pump 
gas over state lines; telephone service 
is on a national basis; our transporta- 
tion systems know no state boundaries. 

Theoretically the line of demarcation 
may be simple; in most instances it is 
possible to determine what is intrastate 
service and what is interstate. But the 
great difficulty lies in the fact that the 
same systems are used to give intra- 
state service and interstate service, to 
transport commodities and transmit 
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power across state boundaries for ulti- 
mate distribution in intrastate com- 
merce. Thus the same property, in- 
volved in both interstate and intrastate 
commerce, invariably comes under the 
jurisdiction of both Federal and state 
regulatory bodies. 

I cite this well-recognized condition 
to indicate the importance of a topic 
which I had the honor to discuss re- 
cently at the convention of the National 
Association of Railroad and Utilities 
Commissioners. This topic was the fix- 
ing of depreciation rates and charges 
for telephone companies, with particu- 
lar reference to the problems of juris- 
diction to be exercised by the Federal 
Communications Commission and the 
state commissions. 


HE fixing of depreciation charges 
is a perfect example of the possible 


overlapping of responsibility of state 
and Federal authorities. Practically 
all of the telephone companies today 
offer connection to any part of the 
country. The same telephone plant is 
used quite largely for both intrastate 
and interstate service. A telephone 
instrument may be used one minute to 
talk across the street; the next minute 
it may enable a person to talk all the 
way across the continent. Likewise, 
much of the equipment in the central 
offices, the underground plant, and the 
long-distance lines carry intrastate and 
interstate messages. 

The Communications Act, passed 
by Congress in 1934, very definitely 
leaves the regulation of local exchange 
service and intrastate toll service to the 
states, as far as rates, regulations, and 
operations are concerned. It does, 
however, direct the commission to pre- 
scribe the percentages of depreciation 
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for each class of property “as soon as 
practicable.” This provision was in 
the Transportation Act of 1920, so 
that the Interstate Commerce Com- 
mission had the same jurisdiction for 
fourteen years. Under the law, should 
the commission prescribe such rates for 
each class of property, including that 
used for intrastate service, the tele- 
phone companies would be required to 
compute their expense for depreciation 
in accordance with them. 


H™ we certainly have a paradox. 

Congress definitely restricts Fed- 
eral regulation of rates to interstate 
service ; yet by giving the Federal com- 
mission jurisdiction over depreciation 
charges, it extends to that body a great 
power over intrastate rates. This is 
due to the fact that in the telephone 
business depreciation charges represent 
one of the principal elements of ex- 
pense and, therefore, have an important 
bearing on the charges for service. In 
the largest company operating in Ohio, 
charges to depreciation represent, 
roughly, about 30 per cent of the total 
operating expense, before taxes, and 
rank second to salary and wage pay- 
ments. In some instances, the depreci- 
ation charges may be almost as great as 
the net earnings of the business. 

A small difference in the depreci- 
ation rate, therefore, may mean the 
difference between confiscatory earn- 
ings and earnings which are in excess 
of a fair return. There are two out- 
standing recent instances in which the 
depreciation rate has played the decid- 
ing part in telephone rate cases. In the 
Chicago telephone case, the Supreme 
Court found that the depreciation 
charges, and the consequent reserve 
which had been built from them, were 
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sufficient evidence to show that the IIli- 
nois company was not, from a constitu- 
tional point of view, entitled to higher 
rates than those fixed by the commis- 
sion. 


ir Ohio, the utilities commission re- 
duced the Ohio Bell’s depreciation 
expense by amounts which are greater 
than the amounts which it found to be 
excessive earnings. Thus, if the com- 
mission had approved the company’s 
depreciation charges, on this point 
alone the company’s rates for service 
would have been sustained, whereas in 
fact the commission has ordered re- 
funds aggregating nearly $12,000,000. 
This case, of course, is still in the 
courts, but it is illustrative of the vital 
importance of depreciation charges 
and the necessity for proper computa- 
tion of the percentage rates. 

On the other hand, we know that 
depreciation is an actual expense, and 
necessarily a considerable one, whether 
or not it is accounted for properly on 
the books of the companies. State laws, 
where they specifically cover the 
matter, in some instances require the 
commissions to fix the percentage rates, 
and quite generally under the account- 
ing provisions they have authority to 
do so. 

The nature of the telephone business 
is such that a heavy investment in phys- 


ical plant is required. Under average 
conditions, this investment is four or 
five times as great as the annual reve- 
nues from service, and it is from these 
revenues that the depreciation charges 
must come. A low rate of depreciation, 
therefore, will still require a consider- 
able portion of the revenues. 


ho MORE, the telephone market 
is far from saturated and there are 
already increased requirements which 
will make some of the present plant 
inadeyuate. The art is progressing 
rapidly, and devices assuring greater 
convenience and economy will from 
time to time bring about obsolescence 
in plant otherwise satisfactory. These 
are in addition to the natural causes 
of deterioration such as rot, rust, and 
decay. 

The regulatory bodies, being re- 
sponsible for the protection of the in- 
vestors, must prevent the dissipation of 
the assets of a telephone company 
through depreciation charges which 
are too low. An equal, if not greater 
responsibility, however, is to the users, 
and this responsibility is twofold. 
They should not allow excessive de- 
preciation charges, which result in the 
utility building up its capital assets and 
investment through contributions from 
the users of the service. They must in- 
sist, however, that the depreciation 


e 


to interstate service; yet by giving the Federal commission 


q “CONGRESS definitely restricts Federal regulation of rates 


jurisdiction over depreciation charges, it extends to that 
body a great power over intrastate rates. This is due to the 
fact that m the telephone business depreciation charges 
represent one of the principal elements of expense and, 
therefore, have an important bearing on the charges for 


oP 
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charges be great enough to provide for 
the replacement of worn out, obsolete, 
or inadequate plant; otherwise the 
service will deteriorate and the com- 
pany will fail in its obligation to pro- 
vide service to all who demand it. 


N Ohio, where we have more than 
300 telephone companies, we have 
had numerous examples of the failure 
of companies to provide adequate de- 
preciation allowances. Some fifteen or 
twenty years ago, when there was 
competition in many of our principal 
cities, some of the companies adopted 
financial policies which did not per- 
mit the accumulation of adequate re- 
serves. The service in some of the 
cities sadly deteriorated, and coupled 
with the disadvantages of competition, 
the situation became so serious that the 
legislature of Ohio passed resolutions 
advocating consolidation of the com- 
peting companies. 

Since that time we have experienced 
situations where some of the smaller 
companies, hard bit by sleet storms or 
other eventualities for which they were 
not financially prepared, have either 
gone out of business entirely or have 
been forced to give inferior service. 

The responsibility of the commis- 
sion, therefore, is a great one. We 
cannot permit charges that will result 
in payments by the public which are 
higher than reasonable; on the other 
hand we must see to it that the com- 
panies are in such a financial position 
that they can give good service, expand 
their plant as the public requires serv- 
ice, and keep up with advancements in 
the business. 


S° far the Federal bodies have made 
only preliminary studies in this 


field, but many of the state commis- 
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sions already have wide experience in 
it. Most of them have made thorough 
investigations in connection with rate 
cases, and although there may be con- 
siderable differences between fixing de- 
preciation charges for rate case pur- 
poses and fixing them for accounting 
purposes, the experience gained in the 
one field is of great value in the other, 

If we are to simplify procedure in 
rate cases—and the necessity for this 
is apparent to all—it would be of in- 
valuable aid to the regulatory bodies to 
have continuing or frequently recur- 
rent studies of depreciation charges. 
Such studies would be of greatest value 
if made by the commission which 
passes upon the rates. The two go hand 
in hand; they cannot be separated. In 
any event, the commission must study 
depreciation in a rate case; the greater 
its familiarity with the details of the 
subject for accounting purposes, the 
easier its job in a rate case. And as! 
have said, long familiarity with the 
subject in rate cases makes it easier for 
the commissions to handle the subject 
for accounting purposes. 


HEN the Interstate Commerce 

Commission had jurisdiction 
over interstate telephone operations, it 
gave long and careful study to the ques- 
tion of how and by whom depreciation 
rates should be fixed. In view of the 
fact that Congress had instructed it to 
fix depreciation rates “as soon as prac- 
ticable,” it could not escape the con- 
clusion that final responsibility rested 
upon itself. 

Extensive hearings were held by the 
ICC; it issued two reports contain- 
ing findings (November 2, 1926, and 
July 28, 1931), but never did fix depre- 
ciation rates for telephone companies. 
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State and Federal Commissions 


¢¢ PD EGULATION must take into consideration and have knowledge 

of local requirements and conditions. It is not such a simple 
process as applying a yardstick formula. State commissions are in- 
timately acquainted with local requirements, while a Federal agency 
would be far removed from the scene and would not have first-hand 
knowledge of local conditions. Therefore, either it would have to 
duplicate, to a large extent, the functions of the state commissions, 
by setting up large field staffs, or could not give due consideration 

to local factors.” 





The National Association of Rail- 
road and Utilities Commissioners, 
through a special committee, at these 
hearings recommended that: 

For those properties which are actively 
and directly engaged in interstate com- 
merce the commission fix rates for de- 
preciation on the individual properties only 
after consultation with the state authorities 
concerned, and that where state authorities 
have already fixed rates for depreciation, 
these rates be adopted by the Interstate 
Commerce Commission, unless in a proceed- 
ing before that commission the company or 
the public shows them to be unreasonable. 

; i ‘HERE was no question as to the 
constitutional authority of the 
Federal commission to regulate the de- 
preciation charges. Since the telephone 
companies admittedly use nearly all of 
their property for interstate service, 
“no doubt would seem to exist as to 
the power of Congress to regulate the 
accounting practices of such companies 
with respect to their property, includ- 
ing the accounting for depreciation,” 


in the words of the ICC. 
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But, it was pointed out, by far the 
greater part of the telephone properties 
is devoted to intrastate service. Most 
of the intrastate service, and most of 
the total service, is local exchange serv- 
ice. The regulation of intrastate serv- 
ice is the exclusive function of the 
states, and the Communications Act 
definitely states : 


Nothing in this act shall be construed to 
apply or to give the commission jurisdiction 
with respect to charges, classifications, 
practices, services, facilities, or regulations 
for or in connection with intrastate com- 
munication service. 


The most important purpose of de- 
preciation accounting is to assure ade- 
quate service, and the states have been 
successful in securing adequate service 
and the maintenance of sufficient re- 
serves. Rates of depreciation differ for 
each company, and separate studies 
must be made not only for classes of 
property, but for each telephone com- 
pany. The enormity of this task is such 
APR. 15, 1937 
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that it can be performed much more 
promptly and accurately if handled by 
the state commissions than if under- 
taken by a single body for all the com- 
panies in the country subject to the 
Communications Act. The state com- 
missions, being constantly engaged in 
regulating these companies for intra- 
state service, are familiar with the con- 
ditions which govern the various fac- 
tors of depreciation. 


( gpreanieata must take into con- 
sideration and have knowledge of 
local requirements and conditions. It 
is not such a simple process as applying 
a yardstick formula. State commis- 
sions are intimately acquainted with 
local requirements, while a Federal 
agency would be far removed from the 
scene and would not have first-hand 
knowledge of local conditions. There- 
fore, either it would have to duplicate, 
to a large extent, the functions of the 
state commissions, by setting up large 
field staffs, or could not give due con- 
sideration to local factors. 

Conditions influencing depreciation 
are continually changing, and rates of 
depreciation must be given frequent or 
constant study. Being constantly fa- 
miliar with conditions of the respective 
companies, through the performance 
of other regulatory functions, the state 
commissions are in a better position to 
pass on depreciation rates than is a 
Federal body, whose jurisdiction over 
the regional companies is limited. 

The committee argued that the stat- 
ute did give the ICC some latitude in 
prescribing depreciation rates, and 
that the commission should go as far 
as possible in leaving the matter to the 
states. Even where the carriers were 
obviously doing an interstate business, 
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but only through the medium of con- 
nection with a company primarily in- 
terstate in character, the committee 
recommended that the ICC adopt the 
rates fixed by the state commissions, 


ty was held to be obvious that, where 

the same property is used for inter- 
state and intrastate service, two dif- 
ferent sets of rates for depreciation do 
not prevail. Since from 90 to 99 per 
cent of the business of most telephone 
companies is intrastate and, therefore, 
subject to state control, the state regu- 
latory bodies have by far the greater 
interest in fixing depreciation rates. 

If the ICC prescribed depreciation 
rates with respect to local require- 
ments, the committee reasoned, its 
judgment must prevail “at least as far 
as the accounting of the company is 
concerned and possibly to the extent of 
destroying the power of the state com- 
mission to recognize a different posi- 
tion in a rate case.” This would bea 
serious interference with the judgment 
of the state commission and remove 
from its jurisdiction a considerable 
percentage of the operating expenses 
which the commission must pass upon 
in a rate case. 

In its findings, the ICC agreed with 
most of the arguments of the national 
association’s committee, and reported 
as follows: , 


It is obvious that the determination of 
rates of depreciation for the various classes 
of telephone property is a task which could 
more appropriately, conveniently, and eco- 
nomically be carried on by the state com- 
missions than by us. It becomes necessary 
to consider, however, whether under the 
law as it now stands it is legally possible 
to leave this task wholly to the state com- 
missions. 


HE commission thereupon dis- 
cussed the provisions of the law 
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and concluded that, unless and until 
the provisions were changed by Con- 
gress, it must enforce them. However, 
it referred to Par. (3) of § 13, which 
said the commission could avail itself 
of the “codperation, services, records, 
and facilities of such state authorities 
in the enforcement of any provision of 
this act.” Under the power of this pro- 
vision, it, therefore, left the filing of 
rates of depreciation and supporting 
data by the companies with the state 
commissions. The rates recommended 
by the state commissions, presumably, 
would be adopted by the ICC unless 
there was protest from some source. 

The ICC, in its same report, did fix 
the classes of depreciable property to be 
used by the telephone companies, and 
these are now in use by the companies. 


= Communications Act of 1934, 


although giving to the Federal 
Communications Commission many of 
the same powers over telephone com- 
panies which had been given to the ICC 
in the Transportation Act of 1920, and 
using identical or similar language in 
many instances, nevertheless contains 
numerous provisions indicating that 
Congress intended to limit the FCC’s 
powers so as to avoid conflict between 
Federal and state authority. 

Section 2 (b) definitely prevents the 
FCC from regulating intrastate service 
and rates, and takes away from its 
jurisdiction (except as to interstate 


rates) those companies whose inter- 
state service is confined to “physical 
connection with the facilities of an- 
other carrier not directly or indirectly 
controlling or controlled by, or under 
direct or indirect common control with, 
such carrier.” 

Section 213, relating to valuation, 
states that “nothing in this section shall 
impair or diminish the powers of any 
state commission.” 

Section 220, relating to accounts, 
records, and depreciation, repeats sub- 
stantially the same provisions on de- 
preciation that were contained in the 
Transportation Act, but it also directs 
the commission to “investigate and re- 
port to Congress as to the need for 
legislation to define further or har- 
monize the powers of the commission 
and the state commissions with respect 
to matters to which this section re- 
lates.” 

Paragraph (h), which also is new, 
gives the commission power to “except 
the carriers of any particular class or 
classes in any state from any of the 
requirements under this section in 
cases where such carriers are subject to 
state commission regulation with re- 
spect to matters to which this section re- 
lates.” This clearly would seem to 
apply to depreciation and would give 
the commission authority to leave to 
the states the fixing of depreciation 
rates and charges for companies whose 
business is predominantly intrastate. 


“WirtH a clearly defined boundary between Federal and state 
functions—not only in regard to depreciation, but in other 
matters as well—the commissions will be able to work with 
the greatest efficiency and a maximum of harmony. There 
are many problems which are common to all regulatory 


commissions.” 
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[’ would seem that Congress here has 

in mind the position of the national 
association in regard to depreciation, 
and the opinion of the Interstate Com- 
merce Commission, which spent sev- 
eral years in a study of the question, 
that the determination of depreciation 
rates could “more appropriately con- 
veniently, and economically be carried 
on by the state commissions.” 

Although we do not know the atti- 
tude of the Federal Communications 
Commission, it is reasonable to suppose 
that, in view of its excellent record in 
seeking the codperation and advice of 
the state commissions, it is as desirous 
as the state commissions to remove all 
overlapping of jurisdiction and to har- 
monize the powers of the respective 
commissions, as directed by Congress. 
We can conclude from its past actions 
that the FCC is receptive to any recom- 
mendations of the national association, 
as well as from the individual state 
commissions, which would accomplish 
this end. 

Furthermore, the FCC has jurisdic- 
tion, for accounting purposes, over 
fewer companies than did the ICC. 
In Ohio numerous companies whose 
interstate business is confined to con- 
nection with another carrier and which 
are not financially controlled by other 
companies engaged in interstate service 
are not affected by the accounting and 
depreciation provisions of the Com- 
munications Act. 


HIS means that in a state like 

Ohio, companies subject to the 
FCC are side by side with those regu- 
lated exclusively by the state commis- 
sion. Both groups of companies en- 
gage in interstate traffic in about the 
same ratio; their characteristics are 
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roughly the same, the principal differ- 
ence, for purposes of distinction be- 
tween Federal and state supervision, 
being that of financial control. 

The question of financial control is 
no logical basis for determining juris- 
diction in regard to depreciation; the 
state is better able in both instances to 
determine the facts as to that expense. 
Obviously there is no reason why two 
different bodies should have jurisdic- 
tion over depreciation rates of these 
groups, both of which in general are 
conducting the same type of business, 
predominantly intrastate. 

Thus, although the ICC had little 
choice but to accept jurisdiction, the 
FCC has discretion in the matter which 
was not given the former body, and 
also is directed to recommend changes 
in the law. 


XN present the FCC has indefinitely 
postponed any action, by extend- 
ing previous orders of the ICC which 
required the telephone companies to file 
with the state commissions their esti- 
mates of annual depreciation rates, 
with supporting data, and requested 
the state commissions to submit their 
recommendations to the Federal body. 
In the meantime, at least two state com- 
missions (Nebraska and Wisconsin) 
have fixed composite depreciation rates 
for telephone companies within their 
respective jurisdictions ; and in the Ne- 
braska case, the United States Supreme 
Court has held that, in the absence of 
any such Federal action, the state is 
within its authority in so doing. 
Since Congress has given the FCC 
considerably greater latitude in leaving 
these matters to the states than it gave 
the ICC, it seems to me that the FCC 
might well relieve itself of a tremen- 
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dous amount of detail, and at the same 
time settle a problem that was before 
the ICC fourteen years without arriv- 
ing at a satisfactory conclusion. I be- 
lieve that, under § 220 (h) of the 
Communications Act, the commission 
should except those carriers whose 
business is predominantly intrastate 
from the provisions requiring it to fix 
depreciation charges. 


I BELIEVE—and so recommended at 
our Atlantic City convention—that 
the Federal commission should retain 
full jurisdiction over the establishment 
of classes of property for which de- 
preciation charges are computed, be- 
cause this is essential to uniformity in 
accounting and already is an estab- 
lished practice. 

I further recommended at the Atlan- 
tic City convention that, in order to 
settle the question once and for all, the 
Federal commission, in accordance 
with its instructions from Congress to 
report “as to the need for legislation to 
define further or harmonize the powers 
of the commission and of state com- 
missions,” should recommend changes 
in the law modifying the mandatory 
provisions with respect to depreciation 
charges. Naturally, the commission 
must retain full jurisdiction over those 
companies whose business is primarily 
interstate, but fortunately the telephone 
industry is so organized that there is 
a clear distinction between the intra- 
state and interstate organizations. 

The objectives of the Federal and 
state commissions are identical. In a 


nation-wide service such as the tele- 
phone business, particularly where one 
financially integrated system has such 
a large measure of control, the Federal 
commission, in addition to its responsi- 
bilities in regulating interstate service, 
can be of incalculable value to the state 
commissions in making available data 
which the latter would have difficulty in 
obtaining for themselves. The present 
investigation by the FCC will con- 
tribute greatly in that respect, and in 
many ways already the commission has 
aided the state bodies by its codperative 
spirit. 


Ww a clearly defined boundary 
between Federal and state func- 
tions—not only in regard to depreci- 
ation, but in other matters as well—the 
commissions will be able to work with 
the greatest efficiency and a maximum 
of harmony. There are many problems 
which are common to all regulatory 
commissions. To return to our subject 
of depreciation, for example, the com- 
posite percentage rates for intrastate 
toll property are governed to a large 
extent by the same factors which con- 
trol the percentages for interstate tele- 
phone property. The Federal and state 
commissions, therefore, would still 
need to work together in order to avoid 
inconsistencies in the respective find- 
ings. But it would certainly seem that 
a sound basis for determination of 
ultimate responsibility must first be 
fixed by agreement between the au- 
thorities and by clear, definite provision 
of law. 





q “THE issue today is to save the people from autocracy. President Roose- 


velt’s disclaimers of an intent to 


estroy liberties may be accepted, but 


personal assurances give us no constitutional safeguards.” 
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—Davip LAWRENCE 
Newspaper Columnist. 
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FALLACY OF COMPETITIVE BIDDING FOR 


Public Utility Securities 


ParT IT 


In the previous article (Pusiic Utiities Fortnicutty, April 1, 1937) the 

author among other things gave certain statistics of the results of com- 

petitive bidding for utility securities in Massachusetts, New. Hampshire, 

and Vermont, and in the District of Columbia. In this, the concluding article 

on the subject, he considers how far the objects of competitive bidding— 

higher prices to utilities for the securities, reduction in underwriting charges, 
and arm’s length bargaining—have been or are likely to be attained. 


By ERNEST R. ABRAMS 


tory commissions should look with 
favor on the scheme of competi- 
tive bidding for utility security issues, 
since it not only promised higher prices 
for security issues to the utilities but 
effectively prevented the possibility of 
bankers’ influence in the utilities’ 
affairs and assured a presence of arm’s 
length bargaining in their financing. 
It would appear, at first glance, that 
the desired objectives have been ob- 
tained through the adoption of the 
competitive bidding arrangement and 
that measurable benefits have accrued 
thereunder to the utilities, the inves- 
tors in their securities, and the con- 
sumers of their services. Solely from 
the viewpoint of the cost of bond dis- 
tribution, with an average bankers’ 
spread of 1.2 points for eleven com- 
petitively arranged underwritings as 
compared with 2.1 points for nineteen 
noncompetitively engaged issues, the 


[ was but natural that the regula- 


immediate advantage to the utilities 
would appear to lie in the competitive 
bidding system. 

What benefits, however, have the 
investors—the ultimate suppliers of 
utility capital — received under this 
system ? One answer to this question is 
to be found in the bid prices for each 
of the competitive and noncompeti- 
tive issues at the end of each of the six 
weeks immediately following their 
public offerings. Since two of the 
eleven competitive offerings were 
under one million dollars each and as 
no authoritative record of their quota- 
tions can be obtained, only the nine 
larger issues have been used for com- 
parative purposes herein. 

These 9 competitive issues were 
offered at an average price of 103.01 
and were selling at the end of the first 
week at 102.46 bid, at the end of the 
second week at 102.54 bid, at the end 
of the third week at 102.49 bid, at the 
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end of the fourth week at 102.47 bid, 
at the end of the fifth week at 102.51 
bid, and at the end of the sixth week 
at 102.37 bid—0.64 points below their 
average offering price, on the average, 
at the end of the sixth week thereafter. 
Furthermore, at the end of the first 
week, 6 issues were selling below their 
offering prices while 3 issues were sell- 
ing at such prices on the basis of bid 
prices; at the end of the second week, 
6 issues were still below their offer- 
ing prices, 2 issues were at their 
offering prices, and 1 issue was 
above its initial price; at the end of the 
third week, 5 issues were below their 
offering prices, 3 issues were at those 
prices, and 1 issue was above it, offer- 
ing price; at the end of the fourth 
week, 6 issues were below and 3 issues 
were above their offering prices; and 
at the end of both the fifth and sixth 
weeks, 5 issues were below, 3 issues 
were above, and 1 issue was selling at 
the original offering price. 


HE 19 noncompetitive issues have 

a much different record. Offered 
at an average price of 102.40, they 
were an average of 102.94 bid at the 
end of the first week, 103.04 at the 
end of the second, 103.09 at the end 
of the third, 103.35 at the end of the 
fourth, 103.53 at the end of the fifth, 
and 103.68 bid at the end of the sixth 
week—1.28 points above their average 
offering price. Again, at the end of the 
first week, 13 issues were above their 
offering prices, 1 issue was below, and 
5 issues were unchanged on the basis 
of bid prices; at the end of the second 
week, 15 issues were above, 1 issue was 
below, and 3 issues were at their initial 
prices; at the end of the third week, 
17 issues were above, 1 issue was be- 
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low, and 1 issue was at the original 
prices; no change from this position 
had occurred at the end of the fourth 
and fifth weeks but, by the end of the 
sixth week, 17 issues were selling above 
and 2 issues were selling at their 
original offering prices. 

It would appear, accordingly, from 
the very brief trial to which competi- 
tive bidding has been subjected, that 
it has worked to the disadvantage 
rather than to the advantage of the in- 
vestor in that the arrangement has the 
effect of forcing security issues into 
the market at the very peak of prices 
at which it is hoped they will be ab- 
sorbed and that little or no profit 
potentialities are accorded the inves- 
tors therein. And it should not be over- 
looked that this unsatisfactory market 
action of competitive offerings was 
recorded during a period of generally 
rising bond prices and in a market 
hungry for prime investments. 


SNe the investor is, in the last 
analysis, the source of all utility 
capital, and because the investor who 
purchases each class and type of utility 
securities dictates, through his willing- 
ness or unwillingness to buy, the prices 
he will pay for such securities and the 
prices at which their offerings, if they 
are to be successfully received, must be 
made, the apparent bargains which the 
utilities have secured in bond distri- 
bution under the competitive arrange- 
ment may well raise the question 
whether bargains are always cheap in 
the long run. A continuation of the 
record of unfavorable market action 
by any substantial number of competi- 
tive offerings would doubtless have the 
effect of discouraging investors in the 
purchase of such issues and might 
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necessitate their marketing on an ap- 
preciably higher yield basis than issues 
which were engaged in the more ortho- 
dox manner. 

But a far greater weakness than the 
tendency toward overpricing of issues 
is inherent in the competitive bidding 
system. Utility managements have long 
looked to investment bankers for coun- 
sel and guidance in their financing 
problems and one of the greatest aids 
to successful security operations has 
been the advice and assistance of those 
with long experience in security crea- 
tion and in judging the pulse of invest- 
ment markets. Under the method of 
cooperative negotiation, searching in- 
vestigations and detailed studies of the 
problems of specific utilities, carried on 
in many cases over a long period of 
years, have enabled the bankers not 
only to select the appropriate type of 
financing for public offerings but to 
supervise the actual creation of the pro- 
posed issues. 


Fy. -onen instance of the value of 
this counsel may be of benefit. 
Southwestern Gas & Electric Com- 
pany, with an outstanding funded 
debt in 1935 of $19,722,600 comprised 
of three issues of long-term 5 per cent 
bonds, was desirous of effecting a re- 
funding operation and the ideas of the 


management inclined toward the crea- 
tion of a lower rate issue under the 
existing mortgage. Its bankers not only 
studied the financial structure, in- 
spected its physical property and made 
an economic survey of its service area 
but they employed experts to cover the 
technical phases involved, and, having 
arrived at the belief that the existing 
funded debt was somewhat out of line 
with property values and earning 
power—both current and reasonably to 
be expected, they recommended that an 
entirely new mortgage be drawn and 
that but $16,000,000 first mortgage 
bonds be issued thereunder and that 
$4,500,000 debentures, due one-tenth 
each year for the next succeeding ten 
years, be sold along with the bonds to 
provide the funds necessary for the 
retirement of the existing funded debt. 

Not only were the offerings of both 
issues highly successful from the stand- 
point of both the utility and the pur- 
chasers of its securities but, through 
the serial retirement of the debentures, 
the funded debt was gradually brought 
into line with current values and earn- 
ing power. Had the company acted on 
its own counsel and invited competitive 
bids for a refunding issue under the 
old mortgage, it is doubtful whether 
the resultant public offering would have 
met with such a popular reception. Cer- 


e 


tain widespread adoption, the utilities themselves must 


q “EVENTUALLY, should the competitive bidding system at- 


largely determine the type, terms, and conditions of any con- 
templated security offerings without the assistance of the in- 
vestment bankers who will long since have been compelled, 
in the interests of economy, to disband their expert buying 
departments, prepare and file the registration certificate and 
schedules, and then present merchantable issues to the bank- 


ers for competitive bids.” 
APR. 15, 1937 
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tainly, the public interest would not 
have been so well served. 


oS benefit of counsel by invest- 
ment bankers, however, stands 
largely to be lost to the utilities under 
the competitive bidding system. It is 
common talk in banking circles that, in 
practically every instance of competi- 
tive bidding in the past two years, the 
issues for which proposals were invited 
were set up with the advice and assist- 
ance of one or more investment bank- 
ers and that some of these bankers were 
the successful bidders for the issues in 
whose determination they had assisted. 
Other bankers, however, who had ren- 
dered just as valuable advice and as- 
sistance, saw the fruits of their labor 
go to other bidders who had made no 
contributions whatever to the prepara- 
tion of the issues. 

The more substantial and reputable 
banking houses of today maintain large 
and necessarily high-priced buying de- 
partments for the exhaustive investi- 
gation of proposed financing and these 
departments, at a considerable cost, 
conduct their investigations separate 
and apart from the examinations made 
by the experts retained by the financing 
utilities and, having a broader knowl- 
edge of market conditions, comparable 
situations and investor requirements, 
they are able to give advice relative to 
the set-up of the proposed financing 
which would otherwise not be avail- 
able to the utilities. If, however, they 
must risk the cost and effort expended 
therein at competitive bidding with the 
possibility that no compensation to 
cover the outlay will be forthcoming, 
they will be forced to confine their 
activities to more cursory investiga- 
tions and, while they will doubtless be 
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willing to counsel with utility manage- 
ments as to the character of offerings 
for which proposals are to be invited, 
such advice will of necessity be based 
on their acquaintance with market con- 
ditions and their general knowledge of 
the particular utility rather than on any 
detailed investigation of their own. 


| pena. should the competitive 
bidding system attain widespread 
adoption, the utilities themselves must 
largely determine the type, terms, and 
conditions of any contemplated security 
offerings without the assistance of the 
investment bankers who will long since 
have been compelled, in the interests 
of economy, to disband their expert 
buying departments, prepare and file 
the registration certificate and sched- 
ules, and then present merchantable 
issues to the bankers for competitive 
bids. And, since few utility executives 
are widely experienced in investment 
banking or are close students of mar- 
ket values or conditions, grave errors 
in judgment may be made in the de- 
termination of the terms and condi- 
tions of the proposed issue with the re- 
sult that the eventual issue may be 
unsuited to and unsalable in the very 
market in which it was contemplated 
the offering would be distributed. 
Even should no major flaws exist 
in the issue for which bids are invited, 
such smaller errors of judgment may 
be made that, while the issue will not 
be unsalable, it will not be accurately 
geared to the current investment de- 
mand and a lower price to the utility 
will result than it could have received 
for a properly prepared issue, or it may 
contain terms or provisions which will 
later arise to plague either or both the 
investors and the utility. 
APR. 15, 1937 
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Fair and Warmer and Stormy Markets 


a4 S 0 long as even a ‘fair and warmer’—not 

necessarily a hungry—market exists, it 
would seem reasonable to believe that prime is- 
sues of the type which has been successfully 
underwritten under the competitive system can 
continue to be distributed thereunder but none of 
the results so far obtained provide any basis for 
a belief that similar results could be obtained in 
a falling or ‘stormy’ market.” 





ce probable result of a widespread 
adoption of the competitive bid- 
ding system will be the creation of a 
new type of investment experts who 
will be ‘retained by the utilities to deter- 
mine the character, terms, and condi- 
tions of the security contracts they de- 
sire to distribute—which raises the 
point of ability and responsibility. 
None acquainted with utility financing 
or security offerings of the past will 
contend that investment bankers are 
infallible or that their counsel has al- 
ways been worthy of the confidence 
that has been placed in it. 

Yet even such faulty counsel does 
have one redeeming feature : the bank- 
ers believed they were right and indi- 
cated their confidence in the soundness 
of their own advice by actually buying 
and paying for the issues for which 
their faulty counsel had been responsi- 
ble. This self-correcting arrangement 
resulted, largely, in the absorption of 
any loss by the bankers themselves and 
the consequential offering of the issue 


at prices in line with the fair value of’ 


the securities. 

Should grave errors of judgment by 
the new experts result in poorly geared 
offerings, the utilities and the pur- 
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chasers of these offerings will bear the 
burden of the faulty judgment, since 
the experts will doubtless receive their 
fees but will escape all liability for their 
unwise counsel. 


A* of the offerings which have so 
far resulted from competitively 
engaged underwritings have repre- 
sented issues of utilities which operated 
in New England and the District of 
Columbia and with whose service areas 
and operating histories the great bulk 
of the private and institutional inves- 
tors—located largely in or near the 
same general section of the country— 
have been long familiar. This acquaint- 
ance and familiarity with the issuing 
utilities have, in considerable measure, 
resulted in a lesser sales resistance to 
their offerings than would have been 
encountered in the distribution of se- 
curities of middle or southwestern 
utilities and accounts in part for the 
willingness of the bankers to under- 
take the distribution thereof at sub- 
stantially lower margins than the aver- 
age of all offerings for the country as 
a whole. Furthermore, the low-cost 
distribution of this small group of 
“elite” offerings has been brought 
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about, to a major extent, by a paucity 
of desirable offerings in a greedy mar- 
ket and the willingness of the bankers 
to attempt this bit of “increment busi- 
ness” and trust to luck that they had 
not overstepped the market. 

So long as even a “fair and warmer” 
—not necessarily a hungry—market 
exists, it would seem reasonable to be- 
lieve that prime issues of the type 
which has been successfully underwrit- 
ten under the competitive system can 
continue to be distributed thereunder 
but none of the results so far obtained 
provide any basis for a belief that simi- 
lar results could be obtained in a fall- 
ing or “stormy” market. Under such 
market conditions, where the policy of 
competitive bidding has resulted from 
commission direction rather than from 
statutory requirement, the commis- 
sions may be compelled to return to 
the old system of codperative nego- 
tiation if their utilities are to engage 
investment capital. 


[' would also seem that competitive 
bidding cannot be limited to one 
grade of securities in one field of pub- 
lic service but must be impartially ap- 
plied to all grades of securities within 
that field as is mandatory in Massachu- 
setts today. To do otherwise would 
compel the regulatory bodies to arbi- 
trarily predetermine the quality rating 
of each proposed offering—a responsi- 
bility they would be loath to accept and 
for which they are poorly equipped— 
or to shift that responsibility to the sta- 
tistical organizations who, so far, have 
been willing to assign quality ratings 
only to specific issues having all terms 
and conditions definitely determined 
and fixed but not to nebulous or pro- 
posed issues, still in a state of flux. 
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No major degree of success would 
appear possible under this required ex- 
tension of the competitive bidding sys- 
tem to second or lower grade issues 
or to utilities having major defects or 
requiring substantial changes in their 
existing capital structures. To suggest 
the variety of problems with which 
utilities and their bankers are forced 
to deal in issue determination, three re- 
cent offerings will be briefly presented. 


iy June of 1936, through a noncom- 
petitively engaged banking group, 
Wisconsin Power & Light Company 
distributed an issue of $32,000,000 
first mortgage bonds, due in 1966, and 
$3,700,000 debentures, due one-tenth 
each year for the next succeeding ten 
years, for the major purpose of re- 
funding approximately $34,990,352 
outstanding bonds and although the 
face amount of the new securities ex- 
ceeded the face value of the debt to be 
retired, the serial retirement of the de- 
bentures promised the eventual reduc- 
tion of the lien against the then exist- 
ing property of nearly $3,000,000. 

The Oklahoma Natural Gas Com- 
pany, also in June of 1936, distributed, 
through a noncompetitively arranged 
banking group, one issue of 15-year 
first mortgage bonds and another issue 
of 10-year debentures and, in October 
of the same year, as part of the same 
financing program, a block of pre- 
ferred shares, all for the major pur- 
pose of refunding its existing funded 
debt and of retiring its own bank debt 
and the funded debts of certain of its 
subsidiary companies. 

The Kansas Power & Light Com- 
pany, in November of 1935, distrib- 
uted, through a noncompetitively ar- 
ranged underwriting, an issue of first 
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mortgage bonds for the primary pur- 
poses of refunding its existing funded 
debt, of acquiring properties of former 
subsidiaries, of acquiring previously 
independent utilities, and of repaying 
indebtedness to and advances from the 
parental holding company. 

The problems in corporate finance 
which these three instances suggest, 
although by no means complex nor as 
involved as many with which the bank- 
ers must constantly deal, would prob- 
ably have resulted in disaster had the 
utilities been required to pursue their 
independent course of issue determi- 
nation, without the benefit of bankers’ 
counsel and assistance, and then invite 
proposals for the evolved securities. It 
would appear evident that the competi- 
tive system of capital engagement can 
be successful only in those instances 
where no major adjustments of exist- 
ing capital structures are involved and 
where clean and merchantable issues 
can be created with slight possibility 
of major flaws or errors of judgment. 


| ae where clean, merchantable is- 
sues of the lower credit rankings 
are available for distribution, no cer- 
tainty of successful underwriting and 
distribution would appear to exist un- 
der the competitive arrangement. The 
very fact that they are of lower grade 
ranking indicates the need for more 


intensive investigation and more intel- 
ligent sponsorship than any banker 
would be warranted in undertaking 
without the definite assurance that an 
engagement of the offering would be 
forthcoming and, without careful 
scrutiny of the fundamental security 
behind the issue, the possibilities of in- 
jury to the investor would be greatly 
enhanced. 

The successful record of competi- 
tive bidding in the fields of municipal 
and railway equipment financing is no 
indication that equally successful re- 
sults could be obtained from.the exten- 
sion of that system throughout the en- 
tire utility field. Political subdivisions 
are children of the sovereign states 
which permitted of their creation and 
whose laws, with their judicial inter- 
pretations, define the limits of their 
activities; their financial statements 
are simple and easily read; and their 


economic backgrounds are readily de- 


terminable. As compared with public 
utilities, the investigation necessary to 
their intelligent sponsorship is rela- 
tively simple. Likewise, the credit of 
railway equipment obligations rests 
much more upon the type of equipment 
pledged than upon the degree of sol- 
vency of the issuing corporation and 
the resale value of that equipment is 
comparatively simple of determina- 
tion. 


e 


of municipal and railway equipment financing is no indica- 


q “THE successful record of competitive bidding in the fields 


tion that equally successful results could be obtained from 
the extension of that system throughout the entire utility 
field. Political subdivisions are children of the sovereign 
states... As compared with public utilities the investigation 
necessary to their intelligent sponsorship is relatively 


simple.” 
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No adequate basis of comparison 
exists between these relatively simple 
security contracts and those of an in- 
dustry like public utilities which are in 
aconstant state of flux. 


Swe objectives which it was hoped 
would be attained from the insti- 
tution of the competitive bidding sys- 
tem, it will be remembered, were three 
in number: higher prices to the utili- 
ties for security issues, the reduction 
of gross underwriting margins, and 
the insurance of arm’s length bargain- 
ing between the utilities and their 
bankers. To what extent have these 
objectives been obtained under the 
brief and limited test to which the sys- 
tem has been subjected ? 

If the measure of the prices of is- 
sues is to be solely the ratio of the 
actual dollars received by the financing 
utilities to the total dollar contribu- 
tions of their investors, then the first 
of these objectives has been obtained 
since the average bankers’ spread for 
the eleven competitively arranged un- 
derwritings was 1.2 points as com- 
pared with an average spread of 2.1 
points for the 19 comparable issues 
underwritten in the more orthodox 
manner. If, however, the services ren- 
dered to the utilities by the underwrit- 
ers of their issues have been of any 
benefit, the problem resolves itself into 
one of evaluation of the underwriters’ 
services. The purely mechanical fea- 
tures of distribution would probably 
be similar under either method of 
capital engagement, although the pos- 
sibility exists that distribution might 
be more satisfactorily effected if per- 
formed by an underwriter who had 
previously distributed issues of the 
particular utility. 


N° small part of the services which 
the underwriter performs for 
the issuing utility is the determination 
of the proper price at which an offer- 
ing should be made to insure not only 
its successful distribution but to accord 
a reasonable degree of profit possibili- 
ties to the purchaser thereof. For it 
will be recalled that, of the 9 competi- 
tively engaged issues for which reli- 
able market records were available, 5 
issues were selling below, 3 issues were 
selling above, and 1 issue was selling 
at the original offering prices at the 
end of six weeks after their respective 
offerings, or at a potential loss of 0.64 
points below the average offering 
price, while of the 19 comparable non- 
competitive issues, 17 were selling 
above and 2 were selling at their re- 
spective offering prices at the end of 
six weeks after their offerings, or at 
an average potential profit of 1.28 
points above the average offering price. 
As those engaged in security distribu- 
tion well know, price advances not only 
result in satisfied investors but make 
for better credits and lower costs in 
future financing to the utilities. 

Aside from price determination, the 
services which underwriters perform 
for utilities in the preparation of their 
issues for the market cover a wide 
range of activities, from the determi- 
nation of such small details as call 
prices, tax-refund clauses, and the se- 
lection of fiscal agencies to such impor- 
tant matters as the type of security 
contract to be created, the rates of cou- 
pons, the maturity of issues, and the 
various major provisions of the in- 
denture. Utility managements will 
know from experience the full value 
of the services which underwriters of 
their securities have rendered in the 
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Arm’s Length Bargaining 


ce¢ HE attempt of the regulatory bodies to 
compel arm’s length bargaining between 














the utilities and their bankers is wholly commen- 
datory and deserving of the full support and co- 
Operation of the banking fraternity. Its absence 
has been largely productive of such grave abuses 
as have occurred in the past, and, unless the bank- 


ers definitely codperate with the regulatory bodies 
in the complete and positive establishment, drastic 
legislation will force it upon them.” 





past and they have knowingly per- 
mitted a proper charge therefor to be 
included in the gross underwriting 
margins. 


wer will deny that, prior to the 


enactment of the Securities Act 
with its publicity requirements, certain 
abuses existed in the breadth of the 
underwriting margins which a portion 
of the banking fraternity exacted from 
utilities whose securities were distrib- 
uted but, with the full disclosure of 
margins — including all compensation 
of whatever character—now a manda- 
tory requirement, the danger of un- 
duly large compensations to security 
underwriters has been largely re- 
moved. Critics of the banking fra- 
ternity would do well to remember that 
not only the worth of the physical dis- 
tribution of an issue but the value to 
the issuer of the banker’s services and 
counsel must be determined before any 
underwriting margin can be fairly 
branded as excessive. Furthermore, 
under the provisions of the Public 
Utility Act of 1935, discretionary 
powers of regulation over utility financ- 
ing have been vested in both the Se- 
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curities and Exchange Commission 
and the Federal Power Commission 
with such adequate control over the 
conditions of security transactions be- 
tween operating utilities and their 
holding companies as to largely re- 
move all possibility of abuse through 
the sale of issues to the parental com- 
pany and their subsequental distribu- 
tion. - 

The attempt of the regulatory bodies 
to compel arm’s length bargaining be- 
tween the utilities and their bankers is 
wholly commendatory and deserving 
of the full support and codperation of 
the banking fraternity. Its absence has 
been largely productive of such grave 
abuses as have occurred in the past, 
and, unless the bankers definitely co- 
Operate with the regulatory bodies in 
its complete and positive establish- 
ment, drastic legislation will force it 
upon them. One form which that leg- 
islation may well take is the mandatory 
requirement of competitive bidding 
for all utility issues in every state in 
the union. Although this method of 
curing the evil is fantastic and fraught 
with the possibility of injury to all in- 
terested parties, it is nevertheless, like 
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chopping off a toe to remove an offend- 
ing corn, an effective if somewhat 
short-sighted remedy. 


the light of the foregoing, while 
admitting that this experience has 
been drawn from too limited a period 
of trial to be wholly conclusive, it 
would appear that, while a greater pro- 
portion of the sum total of the invest- 
ment therein has been received by the 
utilities for their competitively en- 
gaged issues than has been the case 
where issues were underwritten under 
the more generally used method of co- 
operative negotiation, these so-called 
higher prices have been obtained 
mainly at the expense of the investors 
in those issues, and in part from the 
failure of those utilities to pay—or the 
lack of necessity of their paying—the 
underwriters of their issues for the 
services rendered, over and above their 
purely mechanical efforts in security 
distribution. While the utilities which 
were competitively financed have bene- 
fited from a short-term viewpoint in 
having received more dollars per bond 
underwritten, the injury perpetrated 
upon their investors — the ultimate 
source of their capital requirements 
and the final judges of the prices at 
which their securities must be sold— 
may eventually prove that the appar- 
ent bargains in bond distribution were 
dearly bought. 

The one party to these transactions 
that would appear to have benefited 
most is the regulatory commission 
which, by the adoption of the competi- 
tive bidding system, has compelled the 
banking fraternity to do a part of its 
own work—to determine, by their 
willingness to sell the securities, the 
highest prices at which they, as ex- 
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perts, thought the sales thereof could 
be made with profit to themselves— 
and has thereby obviated the necessity 
of a careful scrutiny of the prices pro- 
posed for issues on its own part. 


.’ would further appear that the 
competitive bidding system can be 
productive of such a measure of suc- 
cess as has been so far obtained only 
in a rising and hungry market where 
underwriters are willing to accept a 
reduction in their fees in a small num- 
ber of instances of competitive bidding 
on the theory that such issues are “in- 
crement business,” and that, with a re- 
turn to more normal market condi- 
tions, the differential in underwriting 
margins between competitive and non- 
competitive underwritings would tend 
to disappear through unwillingness of 
the bankers to assume the incidental 
risks without adequate compensation. 
In falling or stormy markets, the pro- 
posals tendered for competitive issues 
would largely be forthcoming from 
those of venturesome and “sharp- 
shooting” inclinations in an endeavor 
to “‘steal’’ the bonds, and the differen- 
tial in the cost of bond distribution be- 
tween the competitive and noncom- 
petitive systems would tend to favor 
the latter method. 

In the event that competitive bid- 
ding for utility issues should be ex- 
tended to all or the greater proportion 
of the states, investment bankers will of 
necessity be forced to so arrange their 
proposals for issues that adequate and 
compensatory gross underwriting mar- 
gins are forthcoming to cover the costs 
of all services rendered to the utilities 
and their investors alike, or the invest- 
ment bankers will be forced to become 
purely distributing mechanisms. 
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THE report of the National Power Survey submitted to Congress leaves 

this cost question as much a mystery as ever, in the opinion of the 

author, and indicates conclusively that distribution costs are definitely 

a local consideration governed by conditions specific to each locality 
in which the service is supplied. 


By OTTO M. RAU 


HE recent report of the Nation- 
| al Power Survey, submitted to 
Congress, on the cost of distri- 
bution of electricity’ renews interest 
in this controversial subject. The re- 
port is particularly interesting as it 
confines its data to the records of each 
utility selected, audited, and appor- 
tioned by an expert staff of account- 
ants and engineers without distorting 
the actual costs to arrive at predeter- 
mined conclusions, or to obtain aver- 
ages from selected groups favorable 
for the objectives desired, as has been 
the case in many articles published on 
this subject. 

The twenty-two utilities selected by 
the National Power Survey can be 
considered as being the most favorable 
available for a study of the true dis- 
tribution costs contained in the files 
of the Federal Power Commission, 
which files can reasonably be assumed 
to contain a more or less complete rec- 
ord of the electric utilities operating 
in the United States. It is stated in 
the report, the utilities selected “rep- 
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resent a wide variety of service condi- 
tions.” It is also stated that they are 
not “typical or average for the whole 
country.” Each of these utilities, 
however, was probably selected as 
typical for a utility having similar 
characteristics and similar service con- 
ditions. 

The selection of this wide variety of 
utilities, each having dissimilar serv- 
ice conditions, clearly indicates that 
any attempt to arrive at a country- 
wide average distribution cost will 
have a large factor of error due to 
“wide variety of service conditions,” 
will result in practically valueless con- 
clusions, and will, quoting Dr. Malt- 
bie, “cause confusion instead of en- 
lightenment.” 

Subject to a difference in opinion as 
to the allocation and apportionment as 
made in the report to arrive at the cost 
of distribution for each class of serv- 
ice, the per customer cost indicates the 
actual costs based on the capital in- 
vestment and operating expenses as 
recorded in the system of accounts 
adopted by each company. 
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AY analysis of the data presented in 
the report as the cost of dis- 
tributing electricity leaves the question 
of distribution costs as much a 
mystery as ever and indicates conclu- 
sively that distribution costs are defi- 
nitely a local consideration, governed 
by the conditions specific to each local- 
ity in which the service is supplied. 

Applying the theory of feet of con- 
ductor per customer or kilowatt hour 
use per residence customer as a basis 
to establish factors by which to com- 
pare the cost of distribution, the report 
indicates the following inconsistency 
by applying either of these units by 
which to compare or establish average 
distribution costs (utilities serving 
only rural areas omitted) : 


CAPITAL COST PER CUSTOMER, 
RESIDENTIAL SERVICE 


Compared to Ft. of Conductor per Customer 


Feet Conductor Capital Cost 
$81.46 
48.27 
50.00 
74.31 
73.07 
67.48 
59.99 
81.43 
68.34 
96.72 
60.95 
68.82 
95.90 
45.18 
71.46 
83.87 
117.99 
87.18 


Compared to Kw. Hr. Average Use 
per Customer 
Kw. Hr. Avg. Use Capital Cost 


Kw. Hr. Avg. Use Capital Cost 


Note: These capital costs per customer 
compare to average costs (550 kw. hr.) of 
$55 arrived at by Clayton W. Pike in his 
paper read before the Institute of Public 
Engineering, published in the symposium 
“What Electricity Costs.” 


Stes report on cost of distribution 
of electricity issued by the Power 
Authority of the State of New York, 
includes detailed estimates for seven- 
teen localities to determine the cost of 
distributing electricity to the average 
domestic customer in the state of New 
York. The investment (capital cost) 
was arrived at from inventories, ap- 
plying unit costs based on prices and 
average conditions prevailing during 
the 5-year period 1928-1932 inclusive 
(no consideration was given to com- 
panies’ book costs), and valuations of 
capital costs computed at the unit costs 
of the equipment installed to supply 
service to the residence consumers. 
The detailed data includes feet of con- 
ductor per customer, kilowatt hour 
use per customer, and customer den- 
sity per mile of street in the area 
served. The following tabulation in- 
dicates the capital cost by this method 
of ascertaining the cost of distributing 
electricity : 
CAPITAL COST PER CUSTOMER 
Compared to Ft. Cond. per Customer 
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Ft. Cond. Capital Cost Density per Sq. 
7.50 Ref. . Mile of Street Capital Cos: 


55.10 
80.40 
49.80 
56.90 
50.60 
51.20 

The consistency in capital costs (ex- 

clusive of reference No. 5, which in- 

cludes a large proportion of under- 

ground construction) is, no doubt, 

due to the method of preparing inven- 

, tory and appraisals, which does not 

represent the actual physical property 

and has no reference to the book cost 

of the property actually installed for 

the distribution of electric service to 

the residence consumers. Notwith- 

standing this hypothetical method, by 

50.20 applying consistent units to obtain the 

Coupinst-te Catan Banibe capital cost, there is no consistency in 

Seiadiete. the capital cost per customer based on 


ie of Street “36690. the feet of wire per customer—kilo- 


49.30 Watt hour use per customer of density 


43.20 of customers. 
47.30 


en HESE studies indicate that capital 
59.20 costs per customer are controlled 


ac by local conditions and are not capable 


e 


PER CENT FIXED CHARGES ARE TO TOTAL DISTRIBUTION COSTS 


Total Fixed Charges Including Taxes 
Reference te of Dist. Cost— Per Cent of Total Cost 

Number AreaServed 5% Return Taxes 5% Return 6% Return 7% Return 
1,150,000 ee 
365,583 2.80 
1.95 
3.38 
1.94 


44% 


No ere, , 
RRRALSRYE: : 
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of appraisement by either feet of wire 
per customer, kilowatt hour average 
user per customer, or customer dens- 
ity. Legitimate and consistent varia- 
tions of 100 per cent in capital costs 
per customer can readily be accounted 
for by the relative reliability of serv- 
ice,—efficiency of the distribution sys- 
tem, franchise requirements, etc., not 
to mention the more common varia- 
tions between localities in which serv- 
ice is supplied as—weather conditions, 
trees, rocky soil, nature of population, 
etc., indicating the fallacy of applying 
average costs even when service condi- 
tions are apparently comparable. 

It should therefore be apparent that 
with a most approved detailed system 
of accounts the capital costs will pre- 
sent a variation in the cost per custom- 
er which will prevent the use of such 
costs as an average not only for the 
country at large, but also are of little 
value for comparative use, under ap- 
parently similar service conditions and 
are only applicable as an average cost 
per customer in the location the serv- 
ice is supplied. With this wide varia- 
tion in capital costs per customer, the 
operating expenses become of second- 
ary importance. The item of fixed 
charges including taxes (largely con- 
trolled by capital costs) in the total 
cost of distribution, approximate with 
few exceptions one half of the distri- 
bution costs for residence service. 


T= analysis of fixed charges in- 
cluding taxes for each of the 
eighteen utilities included in the Na- 
tional Power Survey Report (see 
page 488) indicates the per cent of 
the total distribution cost (three utili- 
ties, largely rural service, omitted). 
Operating expenses are equally in- 
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consistent with relation to population, 
feet wire per customer, kilowatt hour 
use per customer, or number of cus- 
tomers, as indicated by the following 
analysis: 

OPERATING EXPENSES 


Compared to Population 
Population 


Compared to Ft. Wire per Customer 
Ft. Wire Oper. Exp. 


$9.43 
5. 


—y 


neRVeeassenee 
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15.70 
19.02 


Compared to Average Use per Customer 
Kw. Hr. Use Oper. Exp. 


$6.99 

6.48 
12.80 
11.85 
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SuRSRNane 


—s 





PUBLIC UTILITIES FORTNIGHTLY 





Fallacy of “Average Cost” Estimates 


¢ ‘T T should 


be apparent that with a most approved 


detailed system of accounts the capital costs will present a 
variation in the cost per customer which will prevent the use of 
such costs as an average not only for the country at large, but 
also are of little value for comparative use, under apparently 
similar service conditions and are only applicable as an average 
cost per customer in the location the service is supplied.” 





Kw. Hr. Use Oper. Exp. 


$7.67 
6.29 
10.84 
4.26 
15.70 


Compared to No. of Customers 
No. Customers Oper. Exp. 


| eal aeentilmedl 
CANE MON NUTS T90 
RoOSRVSSER 


_ 


HE items which make up the op- 
erating expenses for the distribu- 
tion of electric service are more or less 
consistent with all utilities. It would 
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appear that for many of these items 
the expense for customers at any 
locality would vary within small limits 
and therefore a country-wide average 
operating expense for residence con- 
sumers for all utilities would approxi- 
mately represent this cost. The report 
of the National Power Survey indi- 
cates the actual spread to be from $4 
to $19 per residence customer for op- 
erating expenses of the utilities includ- 
ed in the report (exclusive of rural 
service ). 

The principal items which are in- 
cluded in the operating expenses, in- 
cident to the distribution of electric 
service to residence consumers as they 
may affect average figures, may be 
classified as follows: 

Consistent subject,to labor costs 

Meter maintenance 

Removing and resetting meters 


Meter reading 
Billing and collecting 
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COST OF DISTRIBUTING POWER 


Utilization (trouble calls, etc.) 
Transformer maintenance 
Removing and resetting transformers 


Variable dependent on density 
Line maintenance 
Operation distribution lines 


Variable dependent on population 

New business expense 

General expenses 

With so many items which would 
appear should be more or less con- 
sistent for all utilities, it is apparent 
that the variable items largely con- 
trolled by local conditions affect the 
total operating expenses to such an ex- 
tent as to out-weigh the importance of 
the items which may be considered 
more or less consistent for all utilities, 
which indicates that little importance 
can be given to country-wide average 
figures. 


| engin the cost of rural service 


as detailed in the National Pow- 
er Survey Report, similar inconsisten- 
cy in the cost per customer is apparent, 
as indicated by the tabulation be- 
low. 

A comparison of average kilowatt 
hours used per customer and cost per 
kilowatt hour are equally inconsistent 
as indicated by the tabulation on page 
492. 


oe National Power Survey Re- 
port fully confirms the fact that 
an application of a “yardstick” (aver- 
age costs) for distribution costs can- 
not be applied to the industry at large. 
Average costs of comparative locali- 
ties, or utilities operating under appar- 
ently similar conditions, such as com- 
parative population, average kilowatt 
hour use, feet wire per customer, or 
number of customers, do not neces- 
sarily indicate that the costs are or 
should be consistent. 

The capital cost (affecting the total 
distribution costs in excess of 50 per 
cent) vary as much as 100 per cent to 
serve localities having comparative 
service conditions, which variation 
may be entirely due to local conditions 
over which the utility has little if any 
control. 

The operating expenses appear to 
be similarly affected by local condi- 
tions, such as franchise requirements, 
taxes, new business expenses, and 
similar items considered of minor 
importance compared to the major 
items so generally referred to as 
controlling factors. Combining these 
variations in capital costs (affect- 
ing fixed charges) and in operating 
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RURAL SERVICE COSTS PER CUSTOMER 


Reference No.of Cap.Cost Oper. Cost 


Number Customers Per Cust. Per Cust. Per Cust. 


155 $341.45 
225 397.33 
370 527.26 
303 460.57 
425 201.53 
394 189.55 
2,093 140.76 
2,186 223.56 
1,930 187.49 
2,872 181.59 
/ 190.52 


$24.81 
39.21 
20.53 
18.58 
15.24 
14.66 
11.78 


Total Cost 
6% Ret. 
$60.61 
78.06 
82.04 


Taxes 

5% Ret. 

$57.20 
74.09 
76.77 
67.69 
40.66 
38.58 
23.04 
42.86 
36.94 
24.56 
33.40 


7% Ret. 
$5.07 

3.09 
14.06 
12.26 


9.30 
8.76 


4.86 
4.05 


2.25 


Note: * Indicates residential rural service only, all others include all 


rural service. 
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AVERAGE KILOWATT HOURS AND COST PER CUSTOMER 


say Cost per Kw. Hr. Sold 
Reference Kw.Hr.Used (exclusive of losses and energy cost) 


per Customer 5% Return 6% Return 7% Return 
ane 7.16¢ 


6.99¢ A4¢ 
2.67¢ 2.81¢ 
3.93¢ 4.15¢ 


Nore: *Indicates residential rural service only, all others include 
all rural service. 


expenses, any attempt to establish the local conditions as they affect unit 
comparable distribution costs becomes costs expressed in feet wire per cus- 
largely. a matter of comparing local tomer, average use per customer, or 
conditions rather than a matter of cost customer density, would largely over- 
accounting. come the existing inconsistencies in 

A uniform detailed cost accounting expressing distribution costs in aver- 
system of distribution costs indicating age costs per customer. 


» 





Is Six Per Cent Return Too High? 


¢¢ JT was back in the well-advertised new era of Coolidge and Hoover 

that public service commissions generally fixed 6 per cent as the 
basis of return for utility companies. That was because, even in that 
heyday, the utilities were found to be earning anywhere from 7 to 12 
per cent on their books, to say nothing of the hidden sources through 
which profits flowed into holding corporations. 

“Since then the commissions have brought about rate reductions for 
the consumers rather generally, but are still having difficulties in making 
the operating unit remain under the 6 per cent ceiling. With the 
various complicated bookkeeping and corporate set-ups of the companies 
it is a long, tedious process to prove that earnings are above what has 
been set as a normal return. 

“But in the meantime interest rates have gone down on every other 
investment medium. Utilities themselves have been borrowing in the 
capital market at 3 per cent and 32 per cent interest, where refunding 
operations have not interfered too much with holding company profits.” 

—J. Frank BEeaMAN, 
Business Editor, Philadelphia Record. 
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The Street Railways Come To 


The industry awakening has accepted the challenge 

of the new day demands of the traveling public and 

has, declares the author, “rolled up its sleeves for a 

vigorous fight” to maintain its proper position in 
the transportation field. 


By CLIFF HALL 


HE price of a street car ride, in 
f be cities throughout the na- 

tion, is far from uniform. It 
ranges from a nickel to twice that sum 
and includes many variables from the 
cash fare charge. 

The public’s nickel, an old rate still 
prevailing on some of the metropolitan 
transit systems, is first seen as a small 
bit of change by the spender, but the 
workers and shoppers who use street 
railway facilities in their daily going 
to and fro will each have dropped in 
the fare box of the public service com- 
pany at the end of a year the sum of 
$36.50-—the cost of three hundred and 
sixty-five jumbo loaves of bread or a 
woolen suit of clothes or interest on a 
loan of $608.33 from any 6 per cent 
bank. But in return for what the rider 
pays, the street car companies are giv- 
ing a service which for excellence and 
cheapness is the envy of the civilized 
world. 

Fares change in cities like Detroit, 
Chicago, Philadelphia, and Cincinnati, 
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where electric railway cash fare rates 
are 6, 7, 8, and 10 cents, respectively. 
At Cleveland, up until October 4th, the 
straight cash fare rate of 10 cents plus 
a charge of 1 cent for the issuance of a 
car-to-car transfer topped the national 
survey, giving the Cleveland Railway 
Company the highest rate of fare in the 
urban rail car field. But a new rate 
schedule to provide additional revenues 
to meet an increase in wages changed 
the fare in that city to 8 cents cash, 
seven tickets for 50 cents, and 1 cent 
for a transfer. Cumberland County 
Power & Light Company at Portland, 
Me., enjoys a straight cash fare of 10 
cents, sells no cut-rate tickets or tokens, 
and issues free transfers for one zone 
only. Up until January Ist, Baltimore 
Transit Company had a straight cash 
fare rate of 10 cents with free trans- 
fers but no reduction as in the sale of 
tickets or tokens. But President Ban- 
croft Hill on the first day of the year 
effected a reduction of 25 per cent in 
railway fares during nonrush periods 
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on week days and all day on Sundays, 
with free transfers. The plan is of- 
fered over an experimental period to 
determine its effectiveness, two rides 
being sold for 15 cents between the 
hours of 10 a. m. and 4 P. . and all 
day on Sundays. Riders boarding a 
car pay the regular fare of 10 cents and 
request a 2-trip slip. This slip when 
presented with 5 cents entitles the 
holder to a ride but only on the day 
issued and before 4 p. M. The Boise 
Street Car Company has a straight 
cash fare rate of 10 cents with free 
transfers, but lowers its fare to 5 
cents on Wednesdays and Sundays and 
each evening after 7 P. M. 


T" must not be assumed that street 
car companies are getting fat on 
their fares. They have had their knocks 
and bumps and deficits as well as other 
enterprises during the period of eco- 
nomic stress. The fact is, a very little 
part of a cash fare finds its way into 
the chest of the transportation com- 
pany—even when in a healthy condi- 
tion. The obstacles of franchise re- 
quirements, crushing taxes, operating 
costs, track maintenance, upkeep of 
rolling stock and overhead lines, and a 
horde of other incidentals drain net 
revenues almost to extinction. Lately, 
however, railway utility barometers 
are showing an encouraging upturn in 
patronage although there are still 
vacant seats to be filled. 

There is belief in some quarters that 
patronage would be increased by a con- 
cession in rates, and that fare reduc- 
tions in certain cities would serve to 
stimulate business. The offering of 
weekly and shopper’s passes at bargain 
prices have won a fresh following in 
some cities, while modernization of old 
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equipment and the purchase of stream- 
liners in the new have earned dividends 
in others. 


HEN the street car patron pays 
his fare, he expects the car to 
take him to his destination. He has 
reason to complain when this expecta- 
tion is not satisfied for any cause other 
than traffic congestion. So the elimina- 
tion of rolling stock failures on some 
properties and the prevalence of 
“diseased” cars on others naturally 
make for public good will in the first 
case and public disgust in the second. 
Footsore vehicles cannot be tolerated 
in the present-day scheme of traction 
service; but one system in the Middle 
West has been charged with more than 
5,000 trolley car “pull-ins” over the 
period of a year, an amazing break- 
down of equipment which has surely 
been a barrier to the inflow of cash 
fares. The industry’s purpose must be 
to keep street cars well and healthy. 
The plan must not be to make repairs 
after something has happened, but 
rather, to anticipate and forestall me- 
chanical troubles—a maintenance ideal 
which has become a reality in some 
cities. 

In every large city there are certain 
areas where the rail car can give better 
and more economical service than any 
other vehicle—long and loud bus talk 
to the contrary notwithstanding. May- 
be it’s because busses are not of the 
some breed as street cars, as has been 
discovered in the indiscriminate aban- 
donment of street railway operation in 
favor of all-bus service. 


Wes the pent-up demand of 
crowds bursts on the transporta- 


tion scene, street cars meet the emer- 
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Street Cars for Mass Transportation 
COW BEN the pent-up demand of crowds 


bursts on the transportation scene, 
street cars MEET the emergency. They are as 
dependable as a lighthouse beacon. There’s 
nothing speculative about it, as 7,356,600,000 
passengers were carried by electric surface 
cars in the United States in 1936, being more 
than 56 per cent of the city traffic as compared 
to subway and elevated cars, gasoline busses, 


and trolley busses.” 





gency. They are as dependable as a 
lighthouse beacon. There’s nothing 


speculative about it, as 7,356,600,000 
passengers were carried by electric sur- 
face cars in the United States in 1936, 
being more than 56 per cent of the city 
traffic as compared to subway and 


elevated cars, gasoline busses, and 
trolley busses. But, notwithstanding 
this, the industry is reported to be 
operating 37,000 street cars that are 
more than fifteen years old, a fact 
which has spurred the car builders to a 
new endeavor. 

Faced with advertising that says bus 
deliveries are breaking all records, that 
43 cities substituted busses for rail 
cars in 1935, and that orders for gaso- 
line motor busses jumped from the 
previous high record of 3,864 in 1935 
to more than 4,700 in 1936, the street 
railway elicits public consideration. 
Operating companies in Brooklyn, 
Baltimore, Chicago, Pittsburgh, Los 
Angeles, and San Diego have pur- 
chased a total of 496 P.C.C. cars, the 
finest urban rolling stock that ever 
graced the rails, with additional orders 
that will see these cars used shortly in 
235 other important cities. 
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ox Electric Railway Presidents’ 
Conference Committee has bro- 
ken up a long “sleep” on the part of the 
industry, and after five years of 
genuine research and the spending of 
almost a million dollars of money, it 
has offered a trolley car which is bound 
to win a new high in public acceptance. 
Made like a rubber sandwich, with a 
copper bearing steel body, shatter- 
proof window glass, stainless steel in- 
sides and fixtures, ultra-smart illumi- 
nation, velvety-powered motors, non- 
jerk and nonjolt features, and silenc- 
ers against all noise, it is outstanding 
not only in its quiet, comfortable, and 
rapid operation, but can outdo the 
ordinary passenger automobile as to 
starting and stopping rates. The basic 
P. C. C. vehicle seats fifty-four, weighs 
(average load) 38,000 pounds, has a 
maximum safe car speed of 50 miles 
per hour, and a price range of between 
$14,000 and $15,000. 

To say the electric rail car companies 
have drawn up chairs and reasoned to- 
gether is not enough, for a new con- 
fidence pervades the industry. It has 
met the challenge of a new day and 
rolled up its sleeves for a vigorous 
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fight. In self-analysis, old phobias and 
follies of the business have made way 
for a fresh emphasis in the matter of 
pay-seats. The bosses, geared to a high 
tempo, are out for more patronage and 
they’re going to get it. Conservative 
management (where it was “set” in its 
ways) has taken in younger men—new 
blood—to avoid hardening of the busi- 
ness arteries. 


HE industry as a whole is practic- 

ing more of the art of keeping 
young. It is merging fresh talents 
with the generalship and experience of 
older men. Street railway men antici- 
pate that street car service which they 
claim is utmost in safety, comfort, 
speed; and economy will not yield to in- 
ferior forms of transportation or to 
the vagaries of municipal politics. The 
industry—a giant taxpayer—will in 


time gain protection against the nuis- 
ance of automobile cruising and illegal 
parking on or near the so-called street 
car “right of way.” The public will 
eventually appreciate that this “tres- 
pass” is responsible for slow-moving 
trolleys and that it constitutes a hurt to 
the public service. Better protection 
from unwarranted competition by taxi- 
cabs in excess of a city’s need will also 
come in time. 

Backed by more than fifty years of 
public carrying experience, the street 
railway is noticeably on its toes. It has 
had hope and confidence in the face of 
many discouragements. It is deter- 
mined to provide and sell a service that 
can’t be beat. 

There is no revolution in the street 
railway business, but the horoscope 
points clearly to better times. The in- 
dustry is ready to go. 





Gentility in Modern Publicity and Public Relations 


Te was when Tradesmen approached their potential customers 
with a deference bordering on servility. They addressed them as 
“Nobility and Gentry,” bowing and rubbing their hands. In fact they 
almost grovelled. 

“We have changed all that!” cry man 


of the “up-to-date” Ad- 


vertising Agents. They are no respecters of the persons of the public 
or of the dignity of Tradesmen. They treat the public as little bits of 


dirt. “Foul creatures,” they yell, “your teeth are dirty, your gums 
are poisoned, your breath is your very bodies stink, and as for 
your disgusting lavatories!! And all you scrofulous girls! Your hair 
is falling out or growing in the wrong places. You’re spotty, too. 
Why! You don’t even wash your linen properly.” 

Not content with this, they tell them stories in little pictures to 
show that, owing to their disgusting habits, their children are ashamed 
of them, their lovers avoid them, and their neighbors laugh at them. 
Finally, they say, in effect, “Come to us, you miserable wretches, and 
we will render you fit members of civilized society.” 

—From an advertisement in an English Periodical. 
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Financial News 


and 
Comment 


By OWEN ELY 


Commissioner Douglas Proposes 
Competitive Bidding 


OMMISSIONER William O. Douglas of 
the SEC, in a recent address before 
the Bond Club of New York, criticized 
the close relations between investment 
banking houses and many large corpora- 
tions, either through directorates, voting 
trusteeships, or “strategic investment 
position” resulting from long association, 
“zones of influence,” etc. He quoted the 
statement of Joseph P. Kennedy that 
“excessive financing, excessive under- 
writing charges, excessive bonuses, im- 
proper loans, and a host of other evils— 
which, if they occurred in public life, 
would be unequivocally condemned as 
graft—are of frequent occurrence where 
this relationship persists.” As one means 
to correct such evils, Mr. Douglas sug- 
gested competitive bidding for new bond 
offerings, stating : 

_As a matter of broad policy I am con- 
vinced that the interests of investors can be 
served only by that practice. Those who are 
in a dominant position then could no longer 
dictate. Such a system would remove the 
premium presently resting on domination or 
control and place a premium on disinter- 
estedness ; a step consistent with the broad 
objectives of a vitalized democracy ; a neces- 
sary step if our financial processes are to 
be made healthy and above reproach. Such 
competitive bidding would effectively curb 
excessive practices. It would mitigate the 
practice of having the banker on both sides 
of the bargain. In this connection it should 
be observed that the economic utility of con- 
tinuity of banking relationships is of unes- 
tablished value to anyone except the banker. 
It is the more difficult to prove where that 
continuity is based on control or on owner- 
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ship of securities whose substantial value 
may lie in business patronage made available 
by reason of the fact of domination. Cer- 
tainly revitalization of the profession is not 
to be found in monopoly. Democratization 
under such safeguards points the way to de- 
velopment of the service rather than the 
profit standards of the profession. When 
that phase comes into the ascendency, health 
and vitality are assured. 


* 


Disadvantages of Competitive 
Bidding 
M* Douctas did not, however, make 
any detailed analysis of the prac- 
tice of competitive bidding in the light 
of past experience. Since a number of 
municipalities and states require such 
bidding for their own issues, and Massa- 
chusetts and the District of Columbia re- 
quire utilities to employ this method of 
marketing their offerings, it is quite possi- 
ble to study the results of such financing 
as compared with the usual practice of 
arranging new underwritings through 
continuing relations with an individual 
banking house as syndicate head. 

The principal difficulty with competi- 
tive bidding is the temptation of bank- 
ing groups to bid too high for the busi- 
ness. This may be a temporary advantage 
to the corporation in that it markets its 
bonds at a slightly higher price than it 
might otherwise secure from the syndi- 
cate, but it also means that the public is 
asked to pay about all the “traffic will 
bear,” with the result that poor distri- 
bution and a weak market may result. For 
example, $50,000,000 New York city 3s 
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due 1977 were offered to the public at 
1034 on January 15th. Due to overcom- 
petitive bidding, the issue was obviously 
overpriced and soon after the offering 
was made it broke several points. Later, 
during the general weakness in the bond 
market, it dropped to 958—a decline of 
nearly 8 per cent within a period of two 
months after the offering. It seems ob- 
vious that competitive bidding in this in- 
stance proved very costly to both syn- 
dicate and investors. 

Two instances of overcompetitive 
bidding for utility issues may be men- 
tioned. The $53,000,000 Edison Electric 
Illuminating Co. of Boston first “A” 
34s of 1965 were issued in July, 1935, 
after competitive bidding for the issue. 
While a group headed by Halsey, Stuart 
& Co., is understood to have made a 
higher dollar bid, the issue was awarded 
to the First Boston Corporation and its 
affiliated group on a technicality. The 
offering moved slowly and part of the 
issue remained in the underwriters’ hands 
for some time. 

The $15,000,000 Potomac Electric 
Power Company first 3}s of 1966 were 
awarded to a Dillon Read & Co. syndi- 
cate in June, 1936, on competitive bidding 
as required by the District of Columbia 
commission. The bonds were offered at 
104, which proved to be a high price 
under the conditions then prevailing, and 
resulted in slow retailing. 


Ws distribution of a bond issue, 
either by an inexperienced syndi- 
cate or one which does not have ample 
distributing facilities, is bad for both the 
company and the investor. The bonds are 
apt to become, temporarily at least, a 
“drug on the market,” and purchasers 
at the original offering price are naturally 
displeased if the issue turns “sour.” On 
the other hand, when there is a continuing 
relationship with a strong banking group, 
the retail market for the bonds among 
institutions and individual investors can 
be more closely gauged (particularly 
where the issue is a refunding one and 
the previous issue had been placed 
through the same channels). The in- 
volved machinery of placing the bonds 
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in the hands of thousands of investors, 
large and small, moves smoothly on the 
basis of past experience and familiarity 
with investment demand for the particu- 
lar type of security. 

The key to Mr. Douglas’ viewpoint 
may be found in his suggestion that “de- 
mocratization under such safeguards 
points the way to development of the 
service rather than the profit standards 
of the profession.” The “profit motive” 
has been quite generally criticized by 
members of the present administration, 
in ignorance or disregard of the fact that 
profits are essential both as an incentive 
to enterprise and as a reward or premium 
for risks assumed. Under the present 
safeguards set up by the Securities Act 
of 1933 and the various state regulations, 
monopolistic tendencies in investment 
banking, and the excessive profits which 
such monopoly might permit, should no 
longer exist on any wide scale. To insist 
upon competitive bidding would be to 
destroy the flexibility and efficiency of 
the present investment banking system, 
which has long been an integral factor in 
making American business accomplish- 
ment the envy of the whole world. 

In the writer’s opinion the present re- 
lations between the utility industry and 
the investment bankers which serve it 
are on an ethical plane which well pro- 
tects the interests of both the companies 
and the investing public. 


¥ 


Press Criticism of Mr. Douglas’ 
Proposal 


HE following comment on Mr. 

Douglas’ plan for competitive bid- 
ding, quoted from the New York Sun, 
affords additional arguments against the 
proposal : 

In the noon hour yesterday William 0. 
Douglas of the SEC said among other 
things that the principle of competitive bid- 
ding should be applied to other classes of 
bonds, In the noon hour today the news 
ticker reported the five bids on a small is- 
sue of Indianapolis Union Railway bonds, 
representing five separate expressions of 
opinion on the value of a single security. 
The range between the first and fifth bids 
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was 1.81 points. The trouble with bidding, 
many bankers contend, is that the low bid 
is likely to be accepted as the most accurate 
appraisal of true value and when the spread 
is broad that makes distribution a prob- 
lem. 

The present practice of banking affiia- 
tions for corporations is as important as it 
is for the individual to choose a bank to 
which he intrusts his funds in prosperous 
eras. The depression record is full of in- 
stances of indispensable help extended to 
borrowers by investment bankers who felt 
themselves obligated by their underwriting 
relationship. It scarcely could be expected 
that a competitive bidder would feel any 
such duty. 

At first blush it might appear that com- 
petitive bidding would give the borrower a 
better price, but more than the first step 
must be taken. Knowing the difficulties that 
would be involved in competitive bidding, 
it likely would turn out that, on any issues 
of less than the top cream, the top bid would 
be less than a friendly underwriter’s rate 
agreed upon between him and the company, 
for provision inevitably would be made for 
the extra risks involved. Comparison can- 
not be made with public business, for that is 
usually a case of gilt-edged securities or of 
comparatively easy sales. Less attractive 
bonds often are disposed of by the efforts of 
an underwriter who averages up his good 
and poor stuff. He gets a better price for 
the borrower for medium or poor grades 
than otherwise would be possible because of 
the good will he builds up with clients on 
first rate offerings. Competitive bidding 
would tend to promote the tendency for the 
rich to grow richer and poor to grow poorer, 
and in the long run would be more expensive 
for industry than is the present system. The 
investor also would lack protection now 
available. 


¥ 


Third Avenue Railway 
Company 


‘he Avenue Railway is the most 
important surviving street car com- 
pany in New York city—New York Rail- 
ways having been absorbed into Omnibus 
Corporation and its trolleys converted 
into busses. Third Avenue has also con- 
verted a part of its street car lines into 
bus routes, of which it now operates 65 
miles in the Bronx and 79 miles in West- 
chester. Its street cars have been im- 
proved and modernized, with operating 
costs reduced through complete adoption 
of “one-man” cars. The company has 
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been able to acquire improved equipment 
at low cost in recent years as a result of 
the abandonment of car lines in other 
sections of the country. 

While the management has thus re- 
mained alert in combatting the down- 
ward trend of the trolley industry, the 
company has been unable to recover much 
of the ground lost during the depression. 
Gross revenues reached a low in 1935 
of about two-thirds the 1929 figure, and 
have since recovered only slightly. 

In 1928, when the bus lines in West- 
chester were the only ones operated, 
revenues from this source amounted to 
only about 5 per cent of the total; in 
1929, when the Bronx routes were 
opened, the ratio increased to nearly 13 
per cent and has since increased to nearly 
20 per cent. In the six months ended 
December 31, 1936, revenues from trolley 
operations showed a gain of only about 
2 per cent over the last half of 1935, while 
bus operations showed a gain of about 
9 per cent. 

Further substitution of busses for 
trolleys would seem to be in order to aid 
in restoring some of the company’s lost 
revenues in a city where there are many 
competing forms of transit. Some busi- 
ness has probably already been lost to the 
new bus lines established by Omnibus 
Corporation. However, as indicated be- 
low, rising costs are as serious a problem 
for bus lines as for trolleys. 

The company operates largely on a 5- 
cent fare basis except that Bronx bus 
lines are zoned (one line having two, and 
the other three, zones) while Westchester 
busses have 10-cent minimum fares with 
higher rates for longer hauls. 


HE company has been handicapped 

during the depression by a fairly 
heavy senior capital, system funded debt 
amounting to about $48,966,000, against 
total system assets of about $84,000,000. 
However, about half of the parent com- 
pany’s debt consists of $22,216,000 ad- 
justment mortgage income 5s on which 
interest is payable only when and as de- 
clared by directors out of available sur- 
plus income. Directors have followed a 
policy of making partial interest pay- 
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ments on the bonds since 1917, and ac- 
cumulated unpaid interest now amounts 
to about 514 per cent. Small extra pay- 
ments were made in 1922-23 but for the 
past twelve years one-half the regular 
rate has been paid. 

In the fiscal year ended June 30, 1936, 
total revenues gained about 3 per cent 
but over half of this increase was ab- 
sorbed by larger taxes and operating 
costs. 

Earnings in the past nine years have 
been as follows: 

Years Net from Amount Earned on 
Ended Rail Lines Bus Lines Adj. Cap. 
June 30 (000 omitted) Bonds Stock 

D$ 33 443% D¢$ .77 

9 4.25 D 1.02 


D—Deficit 


In the above table of earnings, street 
car earnings have been charged with the 
entire amount of the one-half payment 
of interest on the 5 per cent adjustment 
bonds, amounting to $1,126,800 per an- 
num. It is difficult to account for the 
sharp decline in net earnings from bus 
operations in the past two years but in- 
creased wages, cost of materials, and 
taxes are probably the answer. 

The company’s securities are selling 
currently on the New York Stock Ex- 
change approximately as follows: 

First 5s due July, 1937 

First ref. 4s due 1960 

Adj. Inc. 5s (paying 24%) due 1960.. 

Capital Stock 


Power Output Gains 


Hage power output in the United 
States for the week ended March 
20th showed a gain of 16.3 per cent over 
the corresponding week of last year, ac- 
cording to the Edison Electric Institute. 
The gain compared with increases of 
16.9 per cent and 15.6 per cent, respec- 
tively, in the two previous weeks. Per- 
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centage gains for geographic regions 
compare as follows: 


Week ended Week ended 
Mar. 13 
New England 
Middle Atlantic ... 
Central Industrial. . 
West Central 
Southern States ... 
R Mountain .. 
Pacific Coast 


— 
4 
on 


Sat 
NNO’CS . 


aSSwo 


Total Us S.-..... 16.3 


The New York Times electric power 
index, based on the Institute figures but 
adjusted for seasonal variation and long- 
term trend, has continued to advance to 
new levels, touching 110 late in Febru- 
ary, as compared with the 1936 high of 
about 107 and the 1929 high of approxi- 
mately 1054. 


y 
Corporate Notes 


REVISED plan of reorganization of 
the Philadelphia Rapid Transit 
Company has been submitted to the direc- 
torates of that company and of Mitten 
Bank Securities Corporation, largest 
stockholder. It is expected that the plan 
will be filed with the court, although ap- 
proval has not yet been obtained from 
the city of Philadelphia. 

International Hydro-Electric may re- 
ceive a dividend from New England 
Power, whose net is reported by the 
Journal of Commerce to be running at 
the rate of $2.50 a year. A dividend of 
$1 would increase International’s cover- 
age of fixed charges to about 75 per cent, 
it is estimated. According to the Journal: 


The price bid International by bankers 
for its holdings in the New England sub- 
sidiary is considered too low and no sale 
has been arranged for. 


Reorganization of the bankrupt Abitibi 
Power & Paper Company may be has- 
tened by a bill introduced into the Ontario 
legislature by Attorney General Roe- 
buck, intended to clarify the authority of 
the Hydro-Electric Power Commission 
of Ontario and the Department of Lands 
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and Forests. Claims held by the commis- 
sion against the company would be ex- 
changed for certain assets of the com- 
pany. Because of improved conditions, 
the Attorney General told the legislature 
it is time to place the company in pro- 
duction again. 

TVA has been given permission to sell 
electricity in Georgia by the U. S. 5th 
Circuit Court of Appeals, which voided 
the order of a lower court so far as this 
territory is concerned. The original in- 
junction, issued by Judge Gore, applied 
to eleven states. The 6th U. S. Circuit 
Court at Covington, Ky., has set April 
16th for hearing the appeal of TVA from 
Judge Gore’s decision. 

New York utilities are strongly op- 
posing proposed state legislation to for- 
bid manufacture and sale of household 
appliances by gas and electric companies. 
Utility representatives in Wisconsin are 
opposing similar proposals. 


AYMENTS on account of accumula- 

tions on preferred stocks have been 
made recently by the following compan- 
ies: Indiana Hydro-Electric Power Com- 
pany, $1.75 on the 7 per cent preferred ; 
General Public Service Corporation, 
$15.00 on the 6 per cent preferred and 
$13.75 on the $5.50 preferred, clearing 
up all arrears; West Texas Utilities 
Company, $1.00 on the $6.00 preferred, 
together with the regular quarterly divi- 
dend of $1.50. The Illinois Power & 
Light Co. has asked permission from the 
SEC to charge against surplus (resulting 
from proposed recapitalization) pay- 
ments on certain dividend arrears certifi- 
cates proposed to be issued, and a cash 
dividend of 50 cents on the 6 per cent 
preferred stock. This is said to be the 
first such application under the commis- 
sion’s rule requiring approval of divi- 
dends paid out of capital or unearned 
surplus. 

American Light & Traction Company 
has registered under the Utility Act, 
and other subsidiaries of the United 
Light & Power Company are expected 
to follow suit. This action is apparently 
taken to facilitate refunding a portion of 
the system funded debt, amounting to 
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some $220,000,000, at lower interest 
rates. One system company, Detroit City 
Gas Company, registered $36,000,000 
bonds and notes under the Securities Act 
of 1933, but withdrew its filing because 
of unsettled conditions in the bond mar- 
ket. 

According to Dow Jones’ estimate, 
complete registration by the United Light 
& Power system would increase the pro- 
portion of the electric power industry 
which has registered with the SEC to 
approximately one-third. 

Los Angeles Gas & Electric Corpora- 
tion and Southern California Gas Com- 
pany have applied to the California Rail- 
road Commission for authority to merge 
the two companies into the Southern 
California Gas Company. Each share of 
Los Angeles Gas & Electric 6 per cent 
preferred would be exchangeable for 4 
shares of Southern California Gas Com- 
pany Series “A” 6 per cent preferred. 


> 


Security Markets Irregular 


HE seasonal irregularity in stocks 

which usually characterizes the 
“Tdes of March” has this year been ac- 
companied by a continued decline in bond 
prices. Normally the efforts of Washing- 
ton to check inflationary trends in com- 
modities and stocks might be expected 
to give some favorable impulse to bond 
prices; but long-deferred profit-taking, 
together with the character of Treasury 
support to government bond prices, has 
thus far prevented any very substantial 
rally in bond prices. The Dow Jones 
average of forty bonds stands at 102.08, 
which compares with the 1937 range of 
105.89-101.60 and last year’s range of 
106.01-98.92. 

There were no public utility bond 
offerings of importance in the fortnight 
ended March 27th. On March 23rd, 22,- 
000 shares of Greenwich Gas Company 
$1.25 participating preferred stock were 
offered at $25 a share. 

Utility stocks, due to rising commodity 
prices and the current debate regarding 
reconstruction of the Supreme Court, 
have continued to make an unimpressive 
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showing as compared with rails and in- which basis utility stocks would be sell- 
dustrials, and are, as a rule, selling only ing at approximately fourteen times cur- 
slightly above 1937 low levels. A recent rent earnings. 

compilation by The Wall Street Journal The accompanying table, which in- 
indicated that twenty-three leading utili- cludes a larger number of companies than 
ty stocks are selling at 15.7 times 1936 the Dow Jones tabulation, indicates an 
earnings (including some estimated average price-earnings ratio of 16.9 and 
figures), as compared with 17.2 times at an average yield of 5 per cent. Consider- 
the end of 1936. This was despite the ing current gains in electric output, many 
fact that the operations of a representa- of these stocks would seem to be attrac- 
tive group of properties in January and_ tive for purchase at present levels, al- 
February were said to indicate that net though Washington news may for a time 
earnings are currently running about 10 continue to retard the group as a whole 
per cent ahead of the 1936 average—on marketwise. 


e 


PRICES, EARNINGS, AND RATIOS FOR LEADING UTILITY STOCKS 


Current Approx. Earned Price~ Div. Current 
Price ange per Sh. Earnings Paid  YVield 
193 1936 Ratio 1936 About 
Electric and Gas Systems 
American Gas & Electric : 16.8 $1.40 38% 
American Power & Light 1 j 8 sen 2 
American Water Works & Elec. .... : , 
Columbia Gas & Electric 
Commonwealth & Southern 
Commonwealth Edison 
Consolidated Edison, N. Y. ......... 
Consol. Gas of Baltimore progr 
Detroit Edison ductic 
Edison Elec. Ill. of Boston ‘ . lit 
Electric Power & Light 4 j ie ee pocus 
Engineers Public Service a + creat 
Federal Light & Traction : r oe Me Boar¢ 
National Power & Light the n 
Niagara Hudson Power ceive 
North American S 
Pacific Gas & Electric tates 
Public Service of New Jersey Amer 
Southern Calif. Edison Direc 
Standard Gas & Electric Valle 
United Gas Improvement ; , ‘b ; 
United Light & Power “A” 40 Pie tribut 
Gas Companies appar 
American Light & Traction a 
Brooklyn Union Gas Co. ........... 
Lone Star Gas 1 
Pacific Lighting troduc 
Peoples Gas Light & Coke Britis! 
Telephone, Telegraph & Cable plan ; 
American Tel. & Tel. ......2..0-0006 170 lectrj 
- electri 
Western Union ‘eli 
Tractions lchis, 
Brooklyn-Manhattan Transit ishing 
PEE OED. 52 <0 c-ccnvcesdecieens liamer 
year t 
Comm 


E—Estimated left ne 
APR. 15, 1937 


tribut 


WO nworeen 
S8sas: ss 


SS Sham. . 
8: $8Sss8 


a 


NO EN, oe 
88 $3338 


mo No 


who 
wn 
oN NM 
on Cow 


\ 


= 


Averages 








What Others Think 





The British Government Moves to Consolidate 
Electric Distribution Facilities 


[' July, 1935, the British Parliament 
appointed a Committee for Reorgani- 
zation of the Electrical Supply, to 
study the electrical distribution system 
throughout England. In June, 1936, this 
committee, generally referred to as the 
McGowan committee because of its 
chairman Sir Harry (now Lord) Mc- 
Gowan, filed its report with the Parlia- 
ment. 

A comprehensive review of the Mc- 
Gowan committee’s report was written 
by C. W. Kellogg, president of the Edi- 
son Electric Institute, for Pustic UTiL- 
ITIES FORTNIGHTLY (issue of September 
24, 1936), but the gist of the findings was 
that Britain must consolidate its dis- 
tribution facilities. It had already made 
progress, it was pointed out, in the pro- 
duction and transmission shown by the 
pooling arrangements resulting from the 
creation of the Central Electrification 
Board in 1926. This, in other words, is 
the noted British “grid” which has re- 
ceived favorable mention in the United 
States and attracted such a distinguished 
American visitor to England as Power 
Director Lilienthal of the Tennessee 
Valley Authority. But the electric dis- 
tribution situation in Mother England is 
apparently a bit of a mess. 


ew in March of this year, Minister 
Transport Leslie Hore-Belisha in- 
troduced for legislative action in the 
British House of Commons a national 
plan for regulating the distribution of 
electricity in Britain, with a view of uni- 
fying systems and voltages and estab- 
lishing uniform charges. Action by Par- 
liament on this measure is not likely this 
year because of the crowded docket in 
Commons, but Minister Hore-Belisha 
left no doubt that the Baldwin govern- 
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ment is definitely committed to the pro- 
gram and expects action at the next ses- 
sion. So do disinterested London ob- 
servers—barring unforeseen political ac- 
cidents or miracles. 

The measures proposed by His Maj- 
esty’s government are substantially the 
same in spirit and content as the recom- 
mendations of the McGowan committee 
and differ somewhat with the policy of 
the New Deal in the United States. The 
British plan is to merge a number of 
small and independent distribution units, 
while the prevailing American policy 
seems to be to break down centralized 
control over such properties which now 
exist in the form of holding companies. 


HE need for the British proposal is 

made very clear by the findings that 
such a fundamental incident of electric 
distribution as voltage varies consider- 
ably all over the island and even within 
portions of the metropolitan area of 
London. Obviously, wide distribution 
of standard appliances is up against an 
almost insurmountable barrier under the 
circumstances. With mass production of 
appliances thus restricted, the necessity 
for carrying stocks of various types of 
appliances, the demand for each of which 
is proportionately diminished, results in 
high retail cost of appliances, in addition 
to the inconvenience caused to the con- 
sumer. 

In a general way, of course, the British 
objectives coincide with the avowed New 
Deal objectives in seeking to lower dis- 
tribution costs and stimulate greater 
popular consumption of electricity. Fur- 
thermore, the new program indicates a 
further extension of government control 
over the British power industry than that 
established in 1926. While a greater 
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measure of public ownership of distri- 
bution plants in England will not neces- 
sarily follow from the new program, as 
a practical matter, it is likely that a num- 
ber of privately owned units, now too 
small to be operated with profit, will be 
absorbed by larger municipal systems. 
Thus the net proportion of publicly 
owned electric distribution plants in 
England will probably increase over a 
considerable period, although the largest 
and most important system, that of the 
London area, will probably remain in 
the hands of private operators indefi- 
nitely. 

Minister Hore-Belisha, explaining the 
new policy of concentration of distri- 
bution facilities, stated: 

Plans for consolidation of separate under- 
takings will be prepared by the Electricity 
Commissioners and not by the temporary 
district commissioners appointed for that 
purpose, and in every case, irrespective of 
the size of the undertakings concerned, the 


schemes will be made by the commissioners 
and, if not agreed to by the undertakers, 
will become operative only when confirmed 
by the Minister of Transport and approved 
by Parliament. 


The Minister of Transport has also 
pointed out that, notwithstanding a 50 
per cent reduction in the average cost of 
electricity during the last ten years, the 
problem of electric distribution in En- 
gland is still unsolved and 25 per cent 
of the population is still out of reach of 
the service. This is the situation which 
exists in the most densely populated area 
in the world—an island, the center of 
which (segregating Scotland and 
Wales) is at no place more than 75 miles 
from the sea. 

—E. S. B. 


A PROPOSAL FOR THE REGULATION OF THE Dis- 
TRIBUTION OF ELECTRICITY IN GREAT BRITAIN. 
Announced in the House of Commons at 
London, March 3rd, by Leslie Hore-Belisha, 
Minister of Transport. 





Two Recent Volumes on Valuation 


“The popular custom is to estimate few 
things according to their real value, most 
things according to one’s prejudices.” 

—CIcERO 


HEN James C. Bonbright, pro- 

fessor of finance at Columbia Uni- 
versity, addressed the recent “public 
power” conference of the League for 
Industrial Democracy, held in Washing- 
ton, D. C., he traveled the somewhat 
beaten track of criticism of the Supreme 
Court’s rulings on value for rate-making 
purposes. Whereupon, The Wall Street 
Journal editorially upbraided the pro- 
fessor for the destructive quality of his 
criticism and ended with the question, 
“What rule does he suggest for the mak- 
ing of fair and reasonable rates in the 
case of regulated public utilities pri- 
vately owned ?” 

Had The Wall Street Journal with- 
held its fire but two days, it would have 
received its answer; for on March 3rd 
the publishing house of McGraw-Hill 
released “The Valuation of Property” by 
Professor Bonbright in two fairly fat 
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volumes, and it contains some very de- 
tailed suggestions by the professor con- 
cerning valuation, not only for utility 
rate fixing, but for other types of 
valuation as well. 

In fact, it is the very panoramic 
character of this examination of all regu- 
lar fields of valuation that seems to be 
its leading claim to distinction and merit. 
This reviewer has never seen or heard 
of any work quite like it. Comprehensive 
studies of different types of valuation 
have often appeared, but the careful 
comparison of technique in each field 
(using the double focus of economic and 
judicial viewpoints) with each detail 
checked against a mass of reported au- 
thority, plus a summation by the author 
in the form of an integrated analysis of 
the entire scenery thus surveyed, is 2 
distinct contribution to the increasing 
literature of that no-man’s land of jurid- 
ical economics. 

It may be astonishing to a close 
worker in his own particular field of 
valuation to be thus lifted to a viewpomt 
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where he can see how differently other 
close workers in other fields have used 
the same basic principles. To be specific, 
the use of such innocent phrases as 
“market value,” “replacement cost,” 
varies so widely in the different fields of 
valuation, that the reader soon senses 
that the only common denominator left 
is the bare phraseology. 


The organization of the two volumes 
is more or less dictated by the scope of 
the author’s purpose. The first part 
(consisting of five chapters) is entitled 
“Concepts of Value” and is given over 
largely to a description of definition (or 
lack of it) of the various terms which 
constitute the tool kit of the appraisers. 
(This writer uses “definition” in the 
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broader sense of interpreting the variety 
of conceptions which have attached to 
such consecrated phrases as “market 
value,” “value to owner,” etc.) 


6 b-- second part (seven chapters) is 
entitled “Methods of Valuation” 
and, as the name implies, deals with the 
procedural aspect of assembling and 
preparing evidence of value for different 
purposes. This whole section is rich in 
pertinent nonlegal documentation which 
should prove interesting as well as edu- 
cational for the brethren of the bar. The 
third part (six chapters) on valuation 
for specific legal purposes covers valu- 
ation for purpose of ascertaining indem- 
nity—with a special chapter on fire in- 
surance losses, tax valuations—with a 
special chapter on public utility tax as- 
sessment, and eminent domain appraisals. 

The ‘second volume continues the 
study of specific types of valuation pro- 
cedure. The “unit rule” is given his- 
torical, legal, and economic analysis. 
Estate valuation for inheritance or other 


taxes, and corporation asset valuation 
for purposes of bankruptcy and various 
stockholder proceedings are covered in 


separate chapters. Mortgage fore- 
closures and reorganization, valuation 
for determining income, dividend dis- 
tribution and income taxes are likewise 
treated. Finally, two chapters discuss 
rate-making valuation. 

Summing up, Professor Bonbright 
finds the subject of valuation suffering 
from a failure of the different parties 
who must deal with it—courts, econo- 
mists, appraisers, and others—to con- 
cede frankly the simple necessity that 
valuation concept varies with the dif- 
ferent purposes of valuation. In this re- 
spect, the author finds that consistency 
is not a jewel but a very mischievous 
trap. He divides the commentators on 
valuation into two classes: “verbalists” 
and “functionalists.” The latter recog- 
nize that they have shifted the meaning 
of value for different purposes ; the ver- 
balist probably does the same thing un- 
consciously but attempts to rationalize 
his action by meaningless or illusory 
reconciliation. 
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ROFESSOR Bonbright states that “one 

must abandon the attempt to solve 
valuation problems by finding out what 
value really means and must address 
one’s self to the question, what meaning 
should have been assigned in view of the 
intent of the legislature that used it, and 
in the light of the probable social conse- 
quences.” In other words, as Samuel 
Butler said of life itself, “like every 
other blessing it derives its value from its 
use alone.” 

The author concedes that the mere ad- 
mission that a valuation should be made 
in the light of its purposes merely raises 
a problem without solving it. This may 
even be so within a single process. For 
example, Professor Bonbright points 
out that in utility rate making the 
of appraisal which seems best adapted to 
serve such a desirable purpose as pro- 
tecting savings bonds against loss of 
funds invested in utility bonds may pre- 
vent the achievement of other desirable 
results. 

The author makes an interesting dis- 
tinction between valuation designed to 
find value ( i. e., to estimate it) versus 
valuations designed to fix values (i. ¢., 
to limit it). Utility rate making being 
in the latter class, it is obvious that a 
court decision limiting utility rates to 6 
per cent on so much base, tends to pre- 
vent the property from being worth 
much more than the base thus limited. 
In other words, a rate-making valuation 
“involves a decision as to what the prop- 
erty ought to be allowed to be worth, 
not as to what the property is already in 
fact worth.” A similar example in non- 
utility regulation was noted under the 
Washington and New York city emer- 
gency rent laws. 

Professor Bonbright expresses the 
same thought in pointing out that from 
the economist’s point of view, the fact 
that a monopolist may be selling his 
products at an extortionate price does 
not necessarily indicate that he is selling 
them at more than their value; on the 
contrary, the monopolist has succeeded in 
making these products more valuable 
than they ought to be. This method of 
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talking, observes the professor, clashes 
with legal speech, however, and most 
courts would declare that the monopolist 
is selling his commodity for more than 
it is worth. 


— this work, the author 
emphasizes his belief that most 
serious disputes as to the proper methods 
of valuing property have their roots in 
“ill defined definitions of value itself, 
rather than in disagreement as to the 
technique of estimating this value once 
its meaning has been made clear.” 

While he is quite hard on the courts, 
especially in the matter of utility valu- 
ation for rate making, Professor Bon- 
bright concedes that the courts have, as 
a rule, displayed a great deal of common 
sense and “acumen” in handling dif- 
ferent types of valuation, in view of their 
own lack of background as appraisers. 
On the subject of rate making, he states : 


Perhaps the most outstanding discrepancy 
between American legal tradition and 
modern appraisal theory is to be found in 
the significance attached to the estimated 
replacement cost of replaceable property as 
a measure of its present value. Both pro- 
fessions, to be sure, recognize a relation- 
ship as well as a distinction between the 
value of a given property and the cost of 
constructing or purchasing a substitute. By 
and large, however, most judges are prone 
to assume a far closer relationship than 
modern authorities on appraisal are willing 
to concede. It would cause a court con- 
siderable misgiving to value an office build- 
ing or an electric-light plant at a figure 
much lower than its estimated reproduction 
cost minus some standard or conventional 
allowance for depreciation. The appraisal 
expert, however, would regard the lower 
valuation as quite in the normal run of 
things. Indeed, to him, the chief signifi- 
cance of replacement-cost estimates is that, 
with important qualifications, they set the 
upper limit of the value of the property. 
Already there are some indications that the 
courts are here gradually adopting the view- 
point of the appraisal experts. But the per- 
sistence of the older tradition goes far to- 
ward explaining a chronic tendency on the 
part of the courts to overvalue depreciated, 
obsolescent, and inadaptable properties. 


The author also finds considerable 
fault with court insistence on evidence 
of replacement cost of a substantially 
identical plant in rate cases, and its re- 
jection of the evidence of cost of the 
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best substitute under modern conditions. 
Such was the majority opinion by Justice 
Butler in the Indianapolis Waterworks 
Case in 1926, and that point of view is 
said to be “the reverse of that entertained 
by modern appraisal theory.” Courts 
also have a tendency, it is said, to under- 
value accrued depreciation by insistence 
upon “inspection” instead of “life ex- 
pectancy,” thereby creating a presump- 
tion of soundness in all concealed plant, 
except to the extent actually rebutted by 
random “observation.” 


A’ to the classical quarrel between cost 
and replacement, Professor Bon- 
bright has long been an advocate of “pru- 
cent investment,” although he recognizes 
that it is inapplicable, generally speaking, 
to highly competitive enterprises which 
must accept the prices established for 
the industry as a group. In short, “pru- 
dent investment” should be the price (or 
penalty) of monopoly because, for rea- 
sons already stated, monopoly has a 
tendency to make valuation appraisal of 
the so-called “present value” unreliable. 
Cost is the only safe anchor to prevent 
socially inequitable consequences. The 
author stated : 


But the most urgent necessity is for the 
complete abandonment of the “fair-value” 
doctrine in public utility rate making. The 
attempt to regulate rates by reference to a 
periodic or occasional reappraisal of the 
properties has now been tested long enough 
to confirm the worst fears of its critics. 
Unless its place is taken by some more 
promising scheme of rate control, the days 
of private ownership under government 
regulation may be numbered. 


And this brings up some interesting 
speculation by Professor Bonbright on 
the relation of “social value” to the entire 
question. It does little credit, he says, to 
standard economic theory to discover 
that it has so generally treated the field 
of property values as covering the whole 


realm of economic values. (“Indeed, 
the textbooks often define economic 
value as a mere synonym for property 
value.”) The author states: 

Even if one deems economics, like other 
sciences or disciplines, to be a waste of time 
aside from its social utility, one must con- 
cede great importance to a study of those 
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processes of valuation that are the motivat- 

ing forces in private ownership. Only a 

few economists, however, have in practice 

accepted the limitations which their highly 
restricted value concepts should impose 
upon their studies. On the contrary, most 
of them have undertaken to pass expert 
judgment on the social merits of public 
policies without benefit of any well-de- 
veloped theories of social value comparable 
to their elaborate theories of property 
value. They have therefore been under 
pressure to use the tools at their command 
for tasks to which they are ill-adapted, and 
to judge the wisdom, say, of a proposed 
public project by applying essentially the 
same standards that a business man would 
apply in deciding whether or not the mone 
profits to be secured from the project will 
justify its money cost. Common sense, of 
course, prevents them from reaching the ab- 
surd conclusions that would result from a 
literal identification of property value with 
social value. But common sense does not 
suffice to guard the economist against the 
subtle but unwarranted transfer of the 
canons of price economics into the field of 
welfare economics. 
| apoetienter Bonbright concedes the 
enormous difficulties and the failure 
so far of “economic heretics” to develop 
a plausible theory of social value as well 
as a plausible technique of social ap- 
praisal. Maybe the whole thing is im- 
possible. There is, for example, the 
practical difficulty of estimating the in- 
direct social consequences of building a 
canal instead of a railroad; af abandon- 
ing a railroad instead of operating it at 
a loss ; of subsidizing rural electrification 
by a levy on taxpayers instead of failing 
to construct it thereby avoiding tax in- 
creases. 

Aside from the Russian experiment, 
where social values are being attempted 
on a wholesale scale, the author points 
to such projects as the Panama canal, 
the proposed St. Lawrence waterway, 
the TVA, and slum clearance projects 
as “promising experiments.” He con- 
cedes that some of these may not be 
“economically sound” on a conventional 
money-making basis, but will the in- 
direct social advantages cancel the dif- 
ferences and magnify the whole? 

Looking at this work critically, Pro- 
fessor Bonbright, with due regard to the 
gravity of the subject, is hardly an ex- 
citing author. There are passages where 
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the obscurity seems to be not entirely 
inadvertent. In short, the good doctor 
does at times seem to take refuge in the 
very euphemistic nomenclature that he 
deplores on the bench. A little more 
simple spade calling in spots might make 
the professor’s position clearer in addi- 
tion to being more readable. 

Some readers may also be irritated by 
the author’s dogmatic assertions (such 
as his description of the “specious but 
convenient analogy” between the doctrine 
of confiscatory rates and the constitution- 
al provision against the taking of property 
without just compensation), or by his 
casual professorial smugness towards 
the seeming ineptitude of the bench. 
Again, a careful check-up might reveal 
occasional lapses in accuracy, such as the 
description of commission practice with 
respect to defining historical cost (p. 
141). On the whole, however, the ma- 
terials, in so far as this reviewer (fa- 
miliar only with the utility regulation 
phases) could judge, are carefully as 
well as skilfully assembled. 


| er sgnd less controversial in tone 
and more restricted in scope is 
“Valuation under Eminent Domain” by 
Lewis Orgel, assistant corporation coun- 
sel of the city of New York, whose book, 
incidentally, was edited by Professor 
Bonbright. Mr. Orgel’s work discusses 
the substantive law of valuation in con- 
demnation cases and the rules of evi- 
dence applied by the courts. It is a fac- 
tual analysis of case law industriously 
assembled in a field that is peculiarly rich 
in case law. 

While it is primarily a reference work 
of principal interest to members of the 
bar, Mr. Orgel’s book is an arsenal of 
knowledge of increasing public impor- 
tance in view of the current tendency in 
the direction of slum clearance, park- 
ways, and other public works, There 
are three chapters especially devoted to 
utility condemnation, in addition to dis- 
cussion in other chapters of interest to 
utilities. The pages on the subject of 
“severance damages” are especially en- 


lightening. ws 
—F. X. W. 
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TuE VALUATION OF Property. By James C. 
Bonbright. Published under auspices of the 
Columbia University Council for Research 
in the Social Sciences. Volumes I and II. 
McGraw-Hill Book Company, Inc., New 
York. Price $12.00. 1937. 


VALUATION UNDER EMINENT Domain. By 
Lewis Orgel. Published under auspices of 
the Columbia University Council for Re- 
search in the Social Sciences. The Michie 
Company, Law Publishers, Charlottesville, 
Va. Price $12.00. 1936. 





Uncle Sam Wants His Own Microphone 


UBLIC ownership of utility service is 
| gate urged in the United States 
for railroads and electric power—less 
often for gas and telephones. Rarely is 
heard the suggestion that the govern- 
ment take over radio broadcasting which 
is recognized as essentially a public 
utility, even though not generally given 
such a legal rating because the service is 
free. Perhaps the reason for this for- 
bearance is the example of European 
countries where dictatorship has en- 
slaved the air waves. In England, and to 
some extent even in Canada, chilly prim- 
ness of official censorship makes a gov- 
ernment broadcasting service that is 
otherwise free of political domination, of 
little appeal to Americans, liberal and 
conservative. 

It remained, however, for Federal 
Communications Commissioner George 
Henry Payne to agitate seriously for 
government operation in the American 
radio broadcasting field. It should be 
added that Commissioner Payne did not 
urge total nationalization of broadcast- 
ing. In fact, his original proposal is quite 
modest. He wants only the establish- 
ment of a single well-equipped broad- 
casting station, to be operated in Wash- 
ington, D. C. He specifically denies that 
his project is intended in any way to be 
the entering wedge for complete na- 
tionalization of broadcasting. 

Commissioner Payne points out that 
sometime ago plans were made for a Pan 
American station to provide for the 
“cementing of the bonds of friendship 
and cultural understanding between the 
nations on the Western Hemisphere, and 
setting up of governmental short-wave 
broadcasting stations in each of the par- 
ticipating countries.” Pursuant to this 
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plan, an Executive Order of President 
Roosevelt was issued in December, 1933, 
allocating radio frequencies for the pro- 
posed station in the national capital. 
Notice to that effect was given to the 
Berne Bureau. 


B somehow or other the order was 
never carried out and recently pri- 
vate broadcasters have hinted that as 
long as the government is not using the 
five frequencies now held open, they 
might be handed over to a private sta- 
tion. Commissioner Payne stated on this 
point: 

One of the first steps in the development 
of a national policy, particularly a policy 
dealing with our foreign friends, is the con- 
struction of a national broadcasting station 
owned and controlled solely by the United 
States. Every other nation in the world 
has such a station. ... 

I am sorry to say that not only have these 
same interests continued to block the de- 
velopment of this essentially American proj- 
ect, but actually within the last few months 
a vicious attempt has been made to take over 
from the government these precious five 
frequencies which were allocated for this 
service by Executive Order of the Presi- 
dent to take them over for commercial o 
eration on the specious plea that since little 
progress had been made in the development 
of this project by the government itself, it 
is now necessary for private interests to op- 
erate stations on the frequencies, to protect 
the use of these frequencies for the United 
States as a whole. 


Commissioner Payne feels that a gov- 
ernment broadcasting station is neces- 
sary and proper, and in keeping with the 
dignity of the government which should 
have, at least available, its own official 
station to use as it pleases. Referring to 
the accusation of socialism in broadcast- 
ing, he stated: 


When a year ago I discussed the proposed 
APR. 15, 1937 
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Philadelphia Record 


IF ONE HORSE LIES DOWN IN THE TRACES 
THE FIELD WILL NOT BE PLOWED 


government short-wave broadcasting sta- 
tions, . . . I mentioned that certain un- 
scrupulous and misguided captains of in- 
dustry were attempting to block the entire 
project, .. . merely because at some later 
date it might be looked upon as the en- 
tering wedge for the government operation 
of all broadcasting. 

I tried to point out the absurdity of such 
a position, showing that a station of this 
sort would rather tend to allay the fears 
of those who have felt that broadcasting 
is in the hands of a selfish minority whose 
only object is to exploit the public with 
commercial nostrums for their own finan- 
cial enrichment. 
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| pease out in substance the 
recommendations of Commissioner 
Payne, Representative Emanuel Celler 
(D.), of New York, recently introduced 
a bill authorizing the construction in 
Washington of a high-power short-wave 
government broadcasting station to be 
known as the Pan-American Radio Sta- 
tion. The U. S. Commissioner of Edu- 
cation will be given the responsibility for 
providing programs of “national and 
international interest.” The station 
would cost $750,000. Referring to the 


510 





cw wee "se |6©™ClCUSS 


—— EE ee CU 


WHAT OTHERS THINK 


Executive Order mentioned above, Con- 
gressman Celler explained his bill as 
follows: 


In pursuance of such Executive Order, a 
station was to be set up in Washington, 
D. C., under the joint control and auspices 
of the State Department and Navy Depart- 
ment. The station was never set up. Many 
obstacles were thrown across the path of 
this much needed reform by misguided and 
selfish persons. It is feared that this would 
be the entering wedge into governmental 
control of radio. That is ridiculous. ... One 
Pan-American short-wave station, set up 
in pursuance of the treaty in an unassigned 
channel on a noncompetitive basis, will not 
in the slightest militate against private ini- 
tiative. It will not lead to government 
monopoly. . 

Because of the pressure against carrying 
out the President’s Executive Order I have 
introduced my bill. ... Every nation in the 
world has a broadcasting station except the 
United States... . There are two million 
short-wave receiving sets in this country 
and the number is mounting daily by leaps 
and bounds. Such increasing short-wave 
receptivity might well command a Federal 
station. 


Taking a long-range view of the mat- 
ter, most Washington observers believe 


it inevitable that the government will 
some day have its own broadcasting fa- 
cilities. It seems rather far-fetched to 
urge that this threatens the freedom of 
the private broadcasting industry any 
more than the publication of the Con- 
gressional Record, or Official Gazette, 
threatens the freedom of the press. No- 
body seems to think that establishment 
of the WPA Theater Project in New 
York threatens the freedom of the 
theater. 

In fact, government competition 
( whether intended as such or otherwise) 
is a challenge to the excellency of private 
enterprise as the electric power industry 
can testify from long experience. And 
speaking of the Congressional Record 
and the WPA Theater, if the private 
industry seriously feared that sort of 
competition on its merits, it would indeed 
be in a sorry state. 

—E. S. B. 


Appress by Commissioner G. H. Payne, be- 
fore Harvard School of Business Adminis- 
tration. Boston, Mass. January 11, 1937. 


Epucation sy Rapio. Bulletin. March, 1937. 





Who'll Take Care of the Caretaker’s 
Service Bills? 


Pa utility companies have come 
through the depression with a bitter 
memory of disconnections of old and 
satisfied customers who fell upon evil 
economic days. Hard times put them on 
a tough public relations “spot” as far as 
these customers were concerned. Public 
utilities cannot “carry” the temporarily 
embarrassed patrons, however much they 
might want to do so. 

Public service commissions will not let 
utilities run “books” just as the corner 
grocers do, because the commissions 
generally hold (and rightly so) that such 
a practice results in discrimination 
against consumers who are still paying 
their bills. 

Therefore, it was with considerable 
interest that telephone, gas, electric, and 
water utility operators must have heard 


the somewhat doubtful official tidings 
that we must make up our minds that a 
considerable portion of the large num- 
ber of jobless will not be able to go back 
to work unless and until they are “re- 
habilitated” and that another consider- 
able portion will never be able to go back 
to work even when work becomes gen- 
erally available to them. 

The industrial reaction to this dis- 
cussion of “unemployables” can be noted 
by the recent editorial in the Electrical 
World which stated in part: 


Just before Christmas our Secretary of 
Labor broke the ice and came right out on 
the air waves to tell us of the new label 
to be pinned on “reliefers.” As the candid 
observers of the national scene predicted, 
relief would pass from an emergency pro- 
gram to a more or less permanent institu- 
tion. So the people who used to be on relief 
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will remain with us, but, said Madame 
Perkins, they will be in the process of re- 
habilitation. 

Under any name, these people present a 

roblem to the utility company, one reason 
the fact that it is usually unprofitable 
to render electric service to them. The fact 
that they will be with us for some time 
makes them a continuing problem. 


This may seem to some to be only a 
modern “scientific” version of the Bibli- 
cal observation that we can expect the 
poor to be with us always. However, if 
some provision must be made by the Fed- 
eral, state, or local government, for “un- 
employables,” utilities likewise must 
study the problem. Electrical World was 
concerned enough about the matter to ob- 
tain from a sales expert, Austin Monty, 
of the Philadelphia Electric Company, a 
pair of articles dealing with the problem 
of the unprofitable customer. 


M: Monty started his study intelli- 
gently enough by digging beneath 
general statistics and coming up with the 
finding that it was not always the humble 
that used the least electricity (and pre- 
sumably the same would hold for gas 
although not for telephone service). 
The writer stated: 


In our field work we have been unable to 
support the contention that there is a defi- 
nite ratio between income and the amount 
spent for electricity. While it is true that 
consumption increases as income increases, 
still there is no definite relation between 
the two, and the oft-quoted figure of 1 per 
cent may be true from the standpoint of 
national income compared to the domestic 
energy bill of the nation, but it has no sig- 
nificance when it is related to various in- 
come groups. 

From an income standpoint the unprofit- 
able customers comprise the unemployed, 
those on relief, and those in the lowest in- 
come groups. 


Mr. Monty concluded his study by 
showing how high first cost was the prin- 
cipal barrier to appliance distribution 
among low-income groups and conse- 


quent low consumption. By a careful 
market survey, he found out just which 
low first cost but relatively high usage 
appliances were most desirable to this 
class and indicated that by concentrating 
on them, utilities might get along better 
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with the less fortunate customers. But 
this partial solution assumes that they 
would continue to get regular relief 
checks. 

Perhaps if a policy of government re- 
lief aid is continued or extended to this 
group, there will be enough business here 
for the utilities and the customers to get 
along with mutual advantage. But util- 
ities will also be interested commercially 
as well as socially in measures to raise 
the purchasing power in all underprivi- 
leged groups. As Mr. Monty states, “It 
is apparent that a substantial number of 
appliances could be sold if the financial 
condition of this group would permit, or 
if the monthly instalments could be 
brought within their reach.” What can 
be done about that ? 

Congress is now busy with relief mea- 
sures of various kinds and so are the 
state legislatures. Some measures pro- 
vide for the dole type relief, others favor 
continuation of public works by the gov- 
ernment to make jobs. For the present, 
at least, a certain amount of both brands 
of relief will be necessary to temper the 
winds of adversity to the underprivi- 
leged. 


OME day, however, a decision between 

these two policies will have to be 
made and when it is made utilities will 
have to plan their sales policies accord- 
ingly. Speaking of this problem, Williard 
Chevalier, of Engineering News-Record, 
stated : 


One cannot but speculate as to whether the 
needs of a welfare department might not 
color the policies of a Federal public works 
department. And that raises many interest- 
ing questions. For example: would a public 
works department confine its activities 
wholly to Federal works? Or would it dis- 
burse Federal funds for state and local 
works also? If the latter, to what extent 
might it regulate the use of the funds? 
Would such a department involve the es- 
tablishment of a day-labor construction 
corps for use by Federal departments? Or 
would it conserve the system of competitive 
contract? Would it be in position to require 
that all governmental construction practice 
be regulated by the needs of unemploy- 
ment relief? In short, would public con- 
struction remain ‘a productive function, di- 
rected wholly toward the efficient invest- 
ment of public funds, or would it become 
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an instrument of social welfare? And what 
might all this mean to the construction in- 
dustry as we know it? How would it affect 
the engineers, contractors, manufacturers, 
dealers, and their employees whose jobs 
depend on it? 


An editorial in the same News-Record 
endorses public works as the best long- 
range attack on economic unemployment. 
It stated : 

In public works, third great division of 
construction, therefore, lies the main de- 
endence for checking depression collapse. 
Prcoent opportunities for utilizing this re- 
source are severely limited by weaknesses 
of public finance that have been painfully 
evident for nearly five years past. But when 
ways are found to remedy these weaknesses, 
and our systems of planning and program 
improvement construction are better de- 
veloped, there is prospect of some headway 
against depression and panic. 

Thus private utilities are to some ex- 
tent in a dilemma. When their patrons 
get out of work and go broke, they lose 
at the cashier’s cage. Next, it is contended 
that the best way to put their patrons 
back to work is to spend public money 
for public works, and, in a number of 
cases, this results in government agencies 
erecting competitive plants designed to 
run the utilities out of business. 


” 


Perhaps the zeal of the “power bloc 
Congressmen to have the poor use elec- 
tricity as if it were as cheap as water may 
suggest a way out. It remains only for 
someone to suggest that appropriations 
be earmarked so as to credit “reliefers” 
with so much electricity or so much gas 
per month. It recalls a remark once made 
by a marketing expert who had surveyed 
the area surrounding the site of a pro- 
posed Federal power project : “There are 
plenty of people around here who could 
use all the power that plant could develop 
—if they only had the money.” Uncle 
Sam has played Santa Claus on so many 
other matters—perhaps it can be ar- 


ranged. 
—E. S. B. 


MADAME PERKINS’ “REHABILITATION” AND 
THE Utitiry Company. Editorial. Elec- 
trical World. January 16, 1937. 


THE PROBLEM OF THE UNPROFITABLE Cus- 
TOMER. By Austin Monty. Electrical World. 
December 19, 1936. 


Pupsiic Works AND SoctaL WELFARE. Edi- 
torial. Engineering News-Record. February 
11, 1937. 

A BreaAp-ANp-BuTTeR Question. Editorial. 
Engineering News-Record, February 18, 
1937. 





Notes on Recent Publications 


Back oF Your Licut Bus. By Victor Wey- 
bright. Survey Graphic Magazine. Novem- 
ber, 1936. 

A discussion of the Third World Power 
Conference by the managing editor of Sur- 
vey Graphic which is very critical of private 
utility management. 


Loc of THE TVA. By Arthur E. Morgan. 
Survey Associates, Inc., 112 East 19th Street, 
New York. Price 50c. 

A collection of various instalments of a 
series of articles by Dr. A. E. Morgan 
which have appeared in past issues of the 
Survey Graphic Magazine. 


PLANNING FOR Power. By Katherine Glover. 
Survey Graphic Magazine. October, 1936. 
This author went to the site of the Grand 
Coulee dam project to study the economic 
consequences of the power and irrigation 
development in the Pacific Northwest. After 
talking to the natives and government offi- 
cials, the author was very optimistic. 


Power District LecisLation. By Robert D. 
Baum. National Municipal Review. Janu- 
ary, 1937. 

A survey of recent state legislation that 
indicates that Federal PWA and REA are 
stimulating growth of power districts in 
the United States. 


Private Exvectric Inpustry 1n CANADA. Ad- 
dress by R. A. C. Henry, Canadian Electri- 
cal Association Convention, January 19, 
1937, Montreal, P. Q., Canada. 


REGIONAL Power Controt. Address by Clyde 
L. Seavey of the Federal Power Commis- 
sion. Northwestern University, School of 
Commerce, Chicago, Ill. January 11, 1937. 


Way Boutper Dam Was Butt. By Dr. Wm. 
Monroe White. Industrial Power. Novem- 
ber, 1936. 

An interesting description of this great 
project by a noted engineer who is the man- 
ager of the Hydraulic Department of Allis- 
Chalmers Mfg. Co. 
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Assails Utilities 


HAIRMAN Frank R. NcNinch of the Fed- 
eral Power Commission in a radio ad- 
dress on March 24th charged that nowhere in 
law is there “such inconsistency, such chaos, 
as in the regulation of public utility rates.” 
Discussing the “junk and jokers in electric 
rates,” McNinch charged that the power in- 
dustry knows and uses “more tricks than any 
other legitimate industry.” He said the in- 
dustry was “most ingenious” in concealing 
what consumers were paying for. He stated: 
“What should be a simple procedure has 
been transformed by the courts into a problem 
so complex as to defy administrative solution. 
“The Supreme Court says that rate making 
is a legislative process. The Congress and 
state legislatures, being unable directly to 
regulate rates, delegated this function to ex- 
pert regulatory bodies, which, to use the 
language of Mr. Justice Brandeis, ‘have been 
appointed by law and informed by experience.’ 
But what happens to the decision of trained 
public utility bodies when brought before the 
courts? They are, in effect, stripped of their 


expert character by judges who, except in rare 
instances, are without training or experience 
in rate regulation.” 

McNinch charged that the courts laid down 
rate-making formulas “so elaborate, incon- 
sistent, impracticable, as to render the whole 
process of rate regulation well-nigh hopeless, 


unbearably expensive, and so time-consuming 
as to result in a practical defeat of regulation.” 


Rules Kill PWA Program 


Ew regulations under which PWA grants 
will go largely for wages of relief 
workers were assailed last month by the 
United States Conference of Mayors as “a 
polite way of killing the present PWA pro- 
gram.” In a statement by Paul V. Betters, 
executive director, the conference said it was 
advising its member cities that if the new 
“proposal” is carried out, “it will be impossi- 
ble for many of them to participate in the 
PWA programs authorized by Congress.” 
Pointing out that heretofore the Federal 
grant has been up to 45 per cent of the total 
cost of a project, the statement said it will now 
be impossible for a city to compute just how 
much the government will provide “since there 
is no way of knowing just how much relief 
labor is used on a project until it is completed.” 
It said also that due to the great amount 
of skilled labor required on most projects, 
and the fact that present relief rolls do not 
contain a large number of skilled workers, 


“it is certain the amount of the grant under 
the new scheme would not even begin to ap- 
proach 45 per cent.” 

The conference contended that the Senate 
had held the “almost unanimous opinion” that 
the 45 per cent grant basis would have to be 
maintained if the PWA program were to 
succeed. It said that pending applications were 
submitted by cities on invitation of the goy- 
ernment on the 45 per cent basis, and many 
were for projects passed by voters in bond 
elections. Any change in the basis for the 
grants, it was asserted, “invalidates these bond 
elections.” 


Figures Bonneville Cost 


TE War Department, in a report to the 
House Rivers and Harbors Committee 
last month, asserted that it would cost $75,- 
233,300 to complete the Bonneville navigation 
and power project on the Columbia river. In 
a detailed study of the proposal to create a 
“TVA for the Northwest,” the War Depart- 
ment said that $50,579,000 would be needed 
for development of the power proposal, in- 
cluding ten generating units and $24,654,300 
for navigation purposes. 

The War Department submitted also a table 
of suggested power rates which would 
amortize the costs over a 50-year period 
through sales at the switchboard. These 
ranged from three mills per 100,000 kilowatt 
hours per month to 1,000,000 kilowatt hours 
per month at one-half mill, while the schedule 
provided a demand charge of 60 cents per 
kilowatt hour contracted per month. 

The committee was told that first plans in- 
clude completion of the navigation facilities, 
construction of a power house, and two ger- 
erating units, and laying the foundations for 
four others. Cost of this work was estimated 
at $50,711,200, of which the reservoir and 
dam would cost $30,067,000, and fishways $7,- 
077,200. In figuring costs of the power pro- 
gram, the department allocated half of the 
dam, fishways, buildings, and grounds ex- 
penditures to power development and the other 
half to navigation. 

The committee at that time was said to be 
awaiting reports from the Federal Power 
Commission and the Interior De ent on 
the administration-backed Smith bill to estab- 
lish a Columbia River Authority along lines 
similar to the TVA before resuming hear- 
ings. Representative Martin Smith (D.) of 
Washington, author of the measure, was said 
to have accepted a proposed change by the 
War Department to give it supervision over 
power generated to a “switchboard.” 
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Gets TVA Brief 


HE Tennessee Valley Authority cited a 
Tiuete loss in excess of $1,400,000 as a 
result of an injunction forbidding it to market 
excess power, in a brief filed with the U 'S. 
Circuit Court of Appeals at Cincinnati on 
March 16th. The brief was in behalf of the 
TVA’s appeal for dissolution of an injunc- 
tion recently granted to 19 Southern private 
power companies by Federal Judge John J. 
Gore. Argument has been set for April 16th. 

The brief stated that, unless reversed, “this 
judgment will endure for at least six months. 
The mere dollars and cents damage can be 
easily calculated. The authority now has an 
available capacity of 256,000 kwh. of which 
more than 200,000 is going to waste. At the 
wholesale price of $14 a year per kwh., the six 
months’ delay will cost at least $1,400,000. This 
does not include the loss to the public in fail- 
ing to obtain the benefits of the government- 
owned power or to the authority in the dis- 
ruption of its organization.” 

The brief stated further that while the TVA 
is thus tied up the power companies “are en- 
tirely free to monopolize the market by bind- 
ing the authority’s potential customers to 
long-term contracts and thus foreclose the 
government from effecting a disposal of its 
power and undermine the faith of the public 
in the reliability, integrity, and dependability 
of its service and contractual obligations.” 

The brief also cited that “the defendants 
have insisted throughout these proceedings 
and still insist that the TVA is a valid public 
agency with a statutory domicile fixed in the 
northern district of Alabama and under the 
applicable authorities no suit of this character 
can be maintained against them outside of 
that domicile.” 


Introduces Gas Bill 


pag Prentiss M. Brown of Michigan 
on March 17th proposed that control of 
all interstate natural gas pipe-line companies 


be vested in a Federal commission. A bill 
drafted by him would compel interstate pipe 
lines to service any petitioning municipalities. 
It would permit states that have natural gas 
to enter compacts with consent of Congress 
for the conservation of natural gas and regu- 
lation of its production. 

Congress would determine which Federal 
commission would regulate such commerce. 
The commission would have power to review 
rates charged to distributing companies by in- 
terstate pipe lines, and pipe-line companies 
would be required to submit all contracts to 
the commission for approval. 

Senator Brown said his bill had been en- 
dorsed by the Cities Alliance, the United 
States Conference of Mayors, and by John W. 
Smith, president of the Detroit common coun- 
cil. Luke J. Scheer, secretary of the Cities 
Alliance, who conferred with Senator Brown 
on the legislation, said it was intended to “pro- 
hivit the control of policies of natural gas 
pipe-line companies by banking interests.” 

Public hearings on the Lea bill for Federal 
regulation of the natural gas industry were 
also held last month. J. E. Benton, solicitor 
for the National Association of Railroad and 
Utilities Commissioners, endorsed Federal 
regulation of the natural gas industry in in- 
terstate commerce along lines similar to regu- 
lation of electric utilities before the House 
Interstate Commerce Committee on March 
24th. Benton also agreed to suggested amend- 
ments to include mixed gas and to regulate 
all inter-company sales at wholesale. 

Harry H. Booth, acting counsel for the 
Illinois Commerce Commission, endorsed the 
bill but suggested it should contain authority 
for the Federal Power Commission to fix 
temporary rates pending a final determination, 
but to yield not less than 5 per cent return to 
a company on its investment. 

John W. Smith, Detroit, chairman of the 
Alliance of Midwestern Cities, asserted state 
regulatory efforts have failed, and backed 
Federal regulation as the “only means by 
which the consuming public can get any relief.” 


Arizona 


Orders Rate Cut 


EDUCTIONS averaging more than $1,000 a 
month in electric and power consumption 
charges assessed by the Arizona Edison Com- 
pany at Douglas were ordered on March 25th 
by the state corporation commission. Chair- 
man Wilson T. Wright said that through a 
new rate schedule, effective April 1st, the net 
reductions for residential, commercial, and in- 
dustrial use would reach $12,125 annually. 
The residential rate in the first bracket was 
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reduced from 9 cents for the first 30 kilowatt 
hours to 7% cents for the first 30. Charles S. 
Beck, the commission’s rate engineer, ex- 
plained that under the new rate schedule the 
straight residential rates and the residential 
combination rate, which includes refrigera- 
tion, electric stoves, and other electrical appli- 
ances, have been consolidated. Under the con- 
solidated rate the largest reduction was in the 
second bracket where 40 kilowatt hours may 
be purchased for 6 cents. The next 150 kilo- 
watt hours is 3 cents and in excess 2 cents. 
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Arkansas 


Approves REA Measure 


ya a suggestion from the Fed- 
eral Rural Electrification Administra- 
tion that release of REA funds to Arkansas 
would be facilitated by veto of House Bill 
463 by Representative Kendrick of Franklin 
to authorize formation of REA codéperative 
associations, Governor Bailey on March 25th 
approved the bill. 

He was reported to have acted after hav- 
ing received a letter, signed by the three mem- 
bers of the state utilities commission, urging 
him to sign the bill. The letter said that the 
“full blame for inactivity and nondevelop- 
ment of rural electrification projects in Arkan- 
sas lies with the REA and not with this de- 
partment.” 

Chairman Thomas Fitzhugh of the utilities 
commission said John M. Carmody of Wash- 
ington, REA administrator, objected to a 
section of the bill which provides that co- 
Operatives must obtain a certificate of con- 
venience and necessity from the state commis- 
sion. before starting construction of lines. The 
remainder of the bill was written and sub- 
mitted by Federal REA officials. 

Mr. Fitzhugh said this provision would not 
delay construction of REA projects because 


the commission is anxious to te in 
every way possible to bring the tages 
of electricity to farms and rural communities, 

The commission’s letter said the form of 
control provided in the bill would not ex. 
tend to rates and regulations but was written 
into the measure at the suggestion of a House 
committee to avoid confusion, provide a 
method of protecting interests of REA co- 
Speratives from molestation by private com- 
panies, and to insure such legal rights as 
eminent domain. 


Utilities File Protest 


HE Arkansas-Louisiana Gas Company and 

the Southwestern Gas and Electric Com- 
pany filed protests recently with the state 
utilities commission against the commission’s 
proposal that customers of public utilities with 
established credit ratings be exempt from 
requirements to post deposits. 

The former company filed data to show that 
in Little Rock alone it lost $36,296.54 in four 
years because of inability to collect from cus- 
tomers. The latter company, filing similar 
data, reported that 71 per cent of its losses 
through collection failures were due to non- 
requirement of deposits. 


California 


Appeals Rate Case 


HE state railroad commission on March 

18th appealed to the United States Su- 
preme Court in its effort to regulate gas rates 
charged by the Pacific Gas and Electric Com- 
pany, which operates in central and northern 
California. 

It sought a review of a ruling by a 3- 
judge Federal District Court enjoining en- 
forcement of an order which the state agency 
estimated would reduce annual revenue of the 
company by $1,744,881. 


Utility Bills Approved 


wo bills providing for construction and 
operation of publicly owned utilities by 


issuance of revenue bonds passed the state 
Senate on March 18th. One of the measures, 
introduced by Senator Garrison and twenty- 
four others, will permit all forms of utilities 
to be organized under its provisions, while a 
measure by Senator Nielsen and three others, 
applies only to water and power utilities, In 
other respects the measures are similar, but 
the Nielsen bill specifies none of the funds 
raised by the bonds may be used for promo- 
tion. Garrison’s bill was passed unanimously 
and the vote on the Nielson bill was 31 to 4. 

The utilities, under both bills, may be or- 
ganized by any political subdivision of the 
state on a majority vote of the electorate, the 
senate having defeated a proposed amend- 
ment which would have called for a two-thirds 
vote. 


Florida 


Get Light Savings 


Big ne agy city commissioners last month 
voted to reduce electric rates to the 
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county school board by 50 per cent, with the 
understanding the amount saved would go to 
teachers as salary increases. The move was 
brought about after the board had ordered a 
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great reduction in the use of electric current 
so funds would be available for teachers’ 
demands for more money. They had com- 
plained their monthly envelope brought them 
less than the amount received by other city 
employees. 

Jacksonville’s municipal electric plant has 


made several rate cuts in the past, it was 
said. The city commission said, in voting, that 
since increased earnings were passed on to the 
public in this way, it could reduce the school 
board’s bill from about $12,000 to about $6,000 
a year. The resolution also suggested that the 
school board not pay electric bills now due. 


Georgia 


TVA Permitted to Increase Sales 


EORGIA on March 17th became the lone 
G state in which the Tennessee Valley 
Authority can increase its sale of electricity. 
The Fifth Circuit Court of Appeals gave the 
TVA a free hand to sell electricity in Georgia, 
voiding an order of the Eastern Tennessee 
District Court in so far as Georgia was con- 
cerned. The case was brought by the Georgia 
Power Company, operating electric lines in 
Catoosa county, from the Northern Georgia 


Federal District Court (Judge Underwood). 

The court had to decide a case in which 
two lower Federal courts, one in Georgia and 
the other in Tennessee, had issued contradic- 
tory orders. The ruling came on the appeal 
of the Georgia Power Company from the 
Georgia court. The company, after being 
denied an injunction in that state, joined 
eighteen other power companies to file suit 
in Tennessee, where the injunction was 
granted. It then sought unsuccessfully to with- 
draw its suit in Georgia. 


lowa 


Decide to Make Own Power 


EPRESENTATIVES of 20 farmer codperatives 
R agreed in a conference on March 22nd 
with John M. Carmody, administrator of the 
Rural Electrification Administration, that they 
should decline wholesale electric rates offered 
by the Iowa Public Service Company and 
proceed to build their own generating plants. 

The decision was regarded as of impor- 
tance in its possible bearing on the govern- 
ment’s national power policy being formulated 
by a committee appointed by the President, of 
which Mr. Carmody is a member. REA has 
already allotted $1,910,000 to the codperatives. 


Kills Phone Bill 


B* a vote of 79 to 25, the Iowa House on 
March 18th killed a bill designed to give 
cities and towns power to purchase, erect, 
maintain, and operate municipal telephone 
systems and to regulate rates charged by pri- 
vate phone companies. 

Representative Milton W. Strickler (R.) of 
Des Moines, author of the bill, charged dur- 
ing debate that “the telephone company has 
had a forceful lobby working to prevent the 
passage of this bill.” The House vote was on 
a motion to table and virtually insured the 
bill’s death for this session. 


Kentucky 


Upholds Bond Vote Ban 


Te court of appeals on March 25th re- 
fused to dissolve a temporary injunction 
granted in Barren Circuit Court to prevent 
the city of Glasgow from submitting to the 
voters the question of issuing revenue bonds 
for $200,000 to construct a municipal electric 
light and power plant. 

The city council proposed to submit the 
question under an act of the 1935 legislature 
relating to the acquisition of power plants by 
cities of the second, third, fourth, fifth, and 
sixth classes, 

The appellate court held that the city had 
not complied fully with provisions of the law 
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requiring definite specifications to be prepared 
and a site for the proposed plant to be de- 
termined before the election. The court, in an 
— written by Judge James W. Stites, 
Said: 

“Tt seems that the consumers who must pay 
the piper have an equal, if not greater, interest 
in knowing how the money is to be expended 
and where the proposed plant is to be located 
when they vote on the proposition.” 


Cut Handset Rate 


HE state public service commission on 
March 19th ordered reductions in Ash- 
land for handset or “French” telephones to 
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subscribers of the Ashland Home Telephone 
Company and the Citizens Telephone Com- 
pany. The new rates are 15 cents a month for 
eighteen months, after which the extra charge 
ceases, The old rate had been 25 cents a month 
for the Ashland Company and 15 cents a month 
for three years for the Citizens Company. 


Charles White, secretary of the commission, 
said the reductions were made voluntarily by 
the two companies and were in line with rates 
recently ordered by the state commission for 
the Southern Bell Telephone and Telegraph 
Company, which is an operating subsidiary 
of the A. T. & T. 


Louisiana 


Dismisses Gas Suit 


HE United States Fifth Circuit Court of 

Appeals on March 16th affirmed action 
of United States Judge Ben C. Dawkins of 
Shreveport in dismissing a suit in which 
citizens of Vidalia sought to force the Inter- 
state Natural Gas Company of Monroe to 
supply them gas at 7 cents per thousand cubic 
eet. 

The suit originally was brought in the state 
court by Gilbert P. Bullis, Vidalia attorney, 
who asked that the gas company be required 
to perform terms of a contract with him 
whereby the company was pledged to supply 
gas to Vidalia consumers at wholesale or 
reasonable rates. When the suit was trans- 
ferred to Federal court Judge Dawkins per- 


mitted the municipality of Vidalia to intervene 
as a plaintiff and then dismissed the suit for 
“no cause of action.” 

The gas company has been supplying nat- 
ural gas to Vidalia since 1927 at 30 cents per 
thousand cubic feet for domestic and 20 cents 
per thousand cubic feet for commercial con- 
sumption, records showed. The gas company, 
according to the circuit court opinion, was 
permitted to extend its pipe line through 
Bullis’ property in 1926, and under terms of a 
contract agreed to furnish natural gas to 
Vidalia consumers at wholesale or reasonable 
rates. The fact that Vidalia citizens have been 
using gas supplied by the company and paying 
the rates prescribed would indicate that the 
municipality agreed to terms of the contract 
for their gas supply, the opinion said. 


Maine 


NYA to Set Up School 


HE National Youth Administration an- 

nounced on March 17th that it would go 
ahead with its plans to establish a training 
school for youth in the deserted Passama- 
quoddy village, near Eastport, Me. 

The announcement of the resumption of the 
project came a few weeks after Harry L. Hop- 
kins, Works Progress Administrator, indi- 
cated that the project had been abandoned as 
ill advised. The village, Mr. Hopkins said, 
since the abandonment of the tide-harnessing 
project had been principally “a maintenance 
problem.” But Aubrey Williams, executive di- 
rector of the NYA, which recently turned the 


deserted village back to WPA because it could 
not maintain it, announced that preparations 
were going forward for the accommodation 
of approximately 1,000 boys and young men 
from eighteen to twenty-five years of age 
from NYA rolls in New England. 

Training classes in carpentry, metal work- 
ing, machine work, and other crafts will be 
started July 1st. The students will receive a 
3-months course and while learning will be 
paid “a small cash stipend.” Mr. Williams 
intimated that it was not contemplated that 
the school should be kept open in the winter, 
but during the eight or nine months when the 
climate is “bracing.” Severity of the winter 
makes year-round operation undesirable. 


Massachusetts 


Heating Rate Cut 


NEw schedule of rates for commercial 
heating and cooking, which will apply 
throughout the territory served by the com- 
pany, was filed with the state department of 
public utilities on March 18th by the Haver- 
hill Electric Company. The new rate, effective 
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April 1st, provided for a charge of $1 for the 
first 10 kilowatt hours used per month, and 
3 cents per kilowatt hour for all in excess. 
The former rate was 11 cents per kilowatt 
hour for the first 20 kilowatt hours used, and 
4 cents per kilowatt hour for all in excess of 
that amount. 

The Fitchburg Gas and Electric Company 
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also filed a new schedule with the department, 

modifying its previous reduction, effective 
March Ist, in its optional and residential rate. 
The new rate, effective April Ist, changed the 
rate to 3 cents per kilowatt hour available 


¥ 


after 90 kilowatt hours a month have been 
used, instead of after 100 kilowatt hours have 
been used, as provided in the previous sched- 
ule which had been adopted by the company 
on March Ist. 


Minnesota 


Advises Union Affiliation 


HE Northern States Power Company, in 
Tis Minneapolis division, has asked all 
eligible employees to become members of the 
Electrical Workers Union, it was disclosed 
last month. The union recently staged a strike 
which shut down several departments of the 
company’s Minneapolis division, including 
underground, overhead, trouble, and meter 
departments. 

Robert F. Pack, president of the company, 
confirmed the report that nonunion employees 
in Minneapolis were asked by the company to 


¥ 


join the union. He made the following state- 
ment: 

“In the interest of harmony I feel that it 
is much better that they belong. We do not 
have a closed shop agreement. However, with 
half in and half out of the union, the possibility 
of bickering and friction always exists. I 
may be wrong, but I believe that having all the 
eligible employees in the union will make for 
much better working conditions.” 

Mr. Pack said that up to that time the deci- 
sion to have all employees eligible in the union 
did not affect the St. Paul division of the com- 
pany, but that similar action may follow there. 


Nebraska 


Utility Bill Opposed 


TS Bollen-Good bill to give the state rail- 
way commission power to regulate intra- 
state rates and service of electric and natural 
gas utilities (Bill 177) was killed last month 
oy the Committee on Commerce following a 
spirited hearing. 

The bill was opposed by the League of 
Nebraka Municipalities which took the posi- 
tion that it would apply to municipally owned 
light and power plants, although sponsors 
claimed that such application carries only to 
authority to require adoption of uniform sys- 
tem of accounting. 

By unanimous vote of the committee it was 
recommended for indefinite postponement. 
Senator Slepicka, introducer of the bill, at 
the close of the hearing asked the committee 
to kill the measure. He said he had not read 
it when he introduced it, that he had not re- 
ceived a letter asking for its passage, but had 
received many against it. 
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Rural Power Allotment 


D* A. P. Fitzsimmons of Tecumseh, presi- 
dent and manager of the Eastern 
Nebraska rural electrification project, re- 
ceived word from Washington authorities last 
month that a new allotment of half a million 
dollars had been made for improvement in 
the north half of Otoe, west half of Cass, and 
east half of Saunders counties. This is to be 
project No. 2, with electric energy from the 
municipal plant at Fremont and from the plant 
on the Loup river, as a temporary arrange- 
ment at least. A third project will include 
building in Nemaha, Otoe, Cass, and Richard- 
son counties, and an appropriation of $650,- 
000 was expected. 

Work on the initial project, 350 miles out 
of Tecumseh, east, is going ahead, it was re- 
ported. It was ex ected that at least 100 miles 
of this line would soon be ready for energiz- 
ing. The Tecumseh and Syracuse municipal 
power plants will serve this project. 


New York 


Utilities Face Labor Drive 


pers to organize 75,000 gas and electric 
workers of greater New York city under 
the banner of the Committee for Industrial 
Organization were announced on March 22nd 
by officials of the United Electrical and Radio 


Workers’ Union. The union was said to be 
already negotiating at that time with the 
powerful General Electric Company and had 
announced its intention to organize workers 
of the Westinghouse Electric and American 
Telephone and Telegraph companies. 

The drive was scheduled to be launched 
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among all workers, including those of the 
“white collar” class, of big utility companies 
supplying greater New York with gas and 
electricity, it was announced. Nonproduction 
workers would be enrolled in the U.E.R.W.U., 


along with electrical workers. Gas workers 
would be absorbed by the coke and gas divi- 
sion of the United Mine Workers of America, 
and others would be enrolled in the United 
Utility Workers’ Union. 


Ohio 


Approves Phone Rates 


HE state public utilities commission on 
March 26th formally approved the new 
rate schedule of the Ohio Bell Telephone Com- 
pany, in compliance with the commission’s 
order as of January 29th requiring reductions 
in exchange rentals, miscellaneous charges, and 
intrastate tolls, effective April 1st. 
The aggregate reductions amount to an an- 
nual savings to customers of approximately 
$1,912,000. 


Appeals Rate Case 


HE East Ohio Gas Company appealed in 

the state supreme court last month a state 
public utilities commission order setting an 
average rate of 62.35 cents per one thousand 
cubic feet for gas service in Akron. 

The order was returned February Ist and 
drew opposition from both the utility and city, 
which was seeking to enforce a 50-cent rate 
ordinance adopted in 1932. Counsel for the city 
indicated they also would appeal the ruling. 


Oklahoma 


Reverses Action 


HE state House of Representatives on 

March 15th reversed its action of the 
previous week putting an extra 3 per cent sales 
tax on telephone and telegraph service. The 
action left the levy at 2 per cent. The reversal 
of the additional tax, estimated by sponsors to 
raise more than $500,000, came after Repre- 
sentatives were deluged with protests from 
small telephone companies that the new tax 
would put them out of business. 

Advocates of the additional tax charged 
that the protests originated with the South- 
western Bell Telephone Company and that 
“the little fellows are just fronting for them.” 
Representative Kight, of Rogers county, 


sought an amendment to exempt companies 
with less than 200 subscribers from the added 
tax, but this move to save the tax against the 
Southwestern Bell failed under an attack that 
such discrimination would be unconstitutional. 


Power Loan Approved 


>= M. Carmody, Federal REA adminis- 
trator, last month announced approval of 
a loan contract with sponsors my the Kay 
County Electrical Codperative, Blackwell. 
Under terms of the contract, the Kay county 
codperative may use up to $300,000 to build 
300 miles of electric distribution lines to serve 
730 customers in previously unserved sec- 
tions of Kay, Noble, and Grant counties. 


Pennsylvania 


to be reappointed, was named for an 8-year 


Signs Commission Bill 


Governor Earle on March 3ist signed the 
bill abolishing the state public service com- 
mission and replacing it with a new public 
utility commission. He immediately sent to 
the Senate for confirmation the names of 
three appointees to the 5-man public utilit 
commission. They were: Dennis J. Driscoll, 
former U. S. Representative, who was largely 
responsible for the holding company bill lobby 
investigation in the House of Representatives. 
Driscoll was designated as chairman for a 
10-year term. Thomas C. Buchanan, who is 
the only one of the old 7-member commission 
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term. Richard J. Beamish was named for a 
6-year term. He has been serving since the 
start of the Earle administration as counsel 
for the public service commission. 

The names arrived too late, however, for 
Senate action. Since the bill creating the new 
commission requires Senate confirmation of 
appointees, Pennsylvania was without a util- 
ities regulatory board from midnight March 
3lst until the House met again April Sth. 
The two remaining members of the new com- 
mission were to be named on that date. 

The administration’s bill to revamp the state 
utility laws was returned to committee. 
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Rhode Island 


Power Bill Introduced 


BILL giving cities and towns of the state 
A the right to construct, operate, and main- 
tain power plants and waterworks systems for 
their own use or for public and private con- 
sumers of gas or electric heat, light, and 
power was introduced in the state Senate last 
month by Senator Dennis J. Roberts (D.) of 
Providence. 

The measure was said to dovetail with 
Governor Robert E. Quinn’s recommendations 
for a general act giving such authority to all 
communities instead of to one. Such cities and 
towns desiring to construct their own plants 
would be authorized to accept grants from the 
Federal government. 

Communities could, under the provisions of 
the bill, contract debts and issue bonds, collect 
and assess ad valorem taxes, purchase and 


acquire land, and use the power of eminent 
domain. 

Each community, before starting the opera- 
tion of such systems, would compelled to 
file a schedule of rates with the state utilities 
division. 

Permission would be given for municipalities 
to contract for construction and financing of a 
public utility project, but such contracts would 
be in full force only when ratified by a ma- 
jority vote of the electors of any community 
authorized to pass upon the expenditure of 
money. This would mean all the electors of 
the cities and those eligible to vote in financial 
town meetings in the towns. 

Mayors of cities would be required to act 
within two days on any bill approving con- 
struction or operation of a public utility, and 
the mayor’s veto could be overruled only by 
a two-thirds vote of the councilmanic body. 


Tennessee 


Enabling Act Held 
Constitutional 
— power companies lost in the state 


supreme court on March 27th in two suits 
involving municipal plants at Memphis and 
Chattanooga. The Tennessee Electric Power 
Company sought to enjoin the city of Chatta- 
nooga from constructing a municipal electric 
plant and distribution system and from issuing 
bonds of the municipality for that purpose on 
the ground that a private enabling act was un- 
constitutional, Justice D. W. DeHaven in his 
opinion affirmed the chancellor’s decree sus- 
taining the validity of the act. 

The Memphis Light & Power Company, 
which the court said holds a nonexclusive 
franchise for the distribution of electric cur- 
tent in Memphis, sought to enjoin the city 
from proceeding with a contract already 
entered into with the TVA for the purchase 
of electric power for a period of twenty years. 
Also, the company sought to enjoin a contract 
about to be entered into with the Federal 
Public Works Administration for the pur- 
chase of $9,000,000 of its bonds with which to 
erect an electric plant. It was contended that 
these contracts violate certain provisions of 
the state and Federal Constitutions. 

The court, in an opinion written by Justice 
Colin P. McKinney, said the question of a 
$9,000,000 bond issue for the construction of 
a municipal plant for distribution of TVA 
power was approved by the electorate of 
fe nag by a vote of 32,735 to 1,868. It was 
eld: 


1. “That the constitutionality of the acts 
creating TVA and PWA will not be con- 
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sidered since neither of those agencies are 
parties to this suit. 

2. “That TVA and PWA have authority to 
make such contracts as are here involved. 

3. “That the legislature of Tennessee has 
expressly authorized the city of Memphis 
to enter into these agreements. 

4. “That neither contract is violative of any 
constitutional provision. 

5. “That the decree of the two chancellors 
hearing this cause, in which the bill was dis- 
missed upon demurrer, be affirmed.” 

The court held in the Chattanooga case that 
the private enabling act did not vest in the 
power board “the sole determination as to 
whether the bonds shall be issued.” Prior to 
the decision, the city of Jackson voted ap- 
proval of a bond issue for another municipal 
system to take TVA power. 


Special Phone Consultant 
Appointed 


HE state railroad and public utilities com- 
mission on March 27th announced the ap- 
pointment of a special consultant for its in- 
vestigation of the Southern Bell Telephone 
and Telegraph Company rates which was 
scheduled to begin immediately. John H. 
Bickley of Washington, was named as the 
consultant. Mr. Bickley at the time he was 
engaged was chief accountant for the special 
telephone investigation being conducted by 
the Federal Communications Commission. 
The statewide investigation will probe the 
entire rate structure of the Southern Bell 
Telephone and Telegraph Company in the 
state, according to Commissioner Jourolmon. 
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Texas 


Pass Rate Bill 


TS state Senate on March 15th passed 
Tennyson’s House bill giving incorpo- 
rated cities and towns the right to regulate 
rates charged for utilities using their streets 
and alleys, specifically water, gas, telephone, 
light, power, and sewerage companies. 

The bill had previously been amended to 
provide that the 8 per cent income maximum 
fixed in the measure should be computed 
through a period of five years but not to ex- 
ceed 10 per cent in any single year. These 
amendments were put on by the Senate State 


Affairs Committee and accepted by the Sen- 
ate. The bill was not otherwise changed. On 
final passage the vote was 25 to 1. 

With House concurrence the bill would go 
to the governor for signature. It enlarges the 
present law so as to give incorporated cities 
control over their utilities regardless of pop- 
ulation. Formerly the authority was only in 
cities of more than 2,000. The new act ap- 
plies to specially incorporated cities as well as 
those incorporated under the general law. 
(The Senate affairs committee killed all bills 
to set up a full powered state regulatory com- 
mission.) 


Virginia 


Seeks Additional PWA Funds 


T= Danville city council last month pre- 
pared to seek additional PWA funds for 
construction of a hydroelectric project on the 
Dan river in Patrick county. At a special 
meeting held March 15th, the city council 
agreed to make application for a grant of 
$202,500 from the Public Works Administra- 
tion. Members of the council said the city 
would be required to raise $247,500 if the grant 
were authorized. 

The original government grant for the proj- 
ect totaled $1,213,909 and subsequently a grant 
of $92,045 was authorized. Engineers on the 
project told the council $450,000 more would 
be needed to complete the work because origi- 
nal estimates were based on a “faulty” survey. 


Opposes PWA Plant Grant 


justin Moore, attorney for the Virginia 
e Electric and Power Company, last 
month filed a brief protesting against a PWA 
grant to the city of Portsmouth for the pur- 
pose of building a $2,000,000 municipal power 
plant. Portsmouth has filed an application 
with the Public Works Administration for an 
outright grant of 45 per cent and a loan for 
the balance of the project’s cost. 

Moore informed Sheridan P. Gorman, state 
PWA director, that the Virginia Electric & 
Power Company has a valid franchise in 
Portsmouth “and expects to continue to do 
business there.” J. G. Holtzclaw, president of 
the utility, said the company would vigorously 
oppose construction of a competing plant. 


Wisconsin 


Kills Power Bills 


HREE major power bills, all of them point- 
ing toward quicker, easier extension of 
municipal utility ownership throughout the 
state, died in the state Senate on March 23rd. 
Most far-reaching of the trio, a bill which 
would have facilitated municipal competition 
with private utilities, was killed by a vote of 
18 to 12. While the Senate was killing the 
municipal competition bill, the Assembly was 
busy passing an identical measure. The As- 
sembly sent its bill over to the Senate for con- 
currence, but it appeared certain that death 
awaited the measure in the upper house. 
The other two measures defeated in the Sen- 
ate would have authorized counties and mu- 
nicipalities to provide their own power for 
street lighting and public buildings without 
state approval, and would have removed mu- 
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nicipally operated utilities from the jurisdic- 
tion of the state public service commission, as 
regards improvements and extensions. 

Before killing the municipal competition bill, 
the Senate approved amendments which would 
have required public service commission hear- 
ings on proposed competition to determine its 
feasibility. A municipality, however, could 
have later proceeded to compete with the 
private company if it were so authorized in 
referendum. : 

Under present utility laws, which remained 
undisturbed as a result of the recent action, 
municipalities must secure a certificate of con- 
venience and necessity from the state public 
service commission before attempting to com- 
pete with private companies. 

Supporters of the bill contended that they 
wanted a “bargaining weapon” to use against 
utilities in municipal acquisition cases. 
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The Latest Utility Rulings 





Water Service by Municipality As a 
Governmental Function 


eerie municipal waterworks to 

supply the needs of a city and its 
inhabitants are public works and their 
operation essentially governmental in 
character or whether they constitute an 
industrial enterprise conducted by a 
municipality in its proprietary capacity, 
was the question presented to the United 
States Supreme Court in a case where 
an employee of the bureau of water sup- 
ply of the city of New York sought to 
avoid the Federal income tax on the 
ground that the water system was con- 
ducted as a governmental function. The 
Supreme Court held that this operation 
came within the governmental activities 
of the city. 

Certain functions of a municipality 
have been recognized as clearly govern- 
mental. Other activities are clearly pro- 
prietary. In between these extremes con- 
troversy has arisen. Local courts have 
quite generally held, for example, that 
electric plants operated for a profit come 
within the scope of proprietary rather 
than governmental activities. Now the 
Supreme Court holds that a water utility 
operated municipally is governmentally 
operated. Mr. Justice Sutherland, speak- 
ing for the court, said: 


We conclude that the acquisition and dis- 


e 


tribution of a supply of water for the needs 
of the modern city involve the exercise of 
essential governmental functions, and this 
conclusion is fortified by a consideration of 
the public uses to which the water is put. 
Without such a supply, public schools, pub- 
lic sewers so necessary to preserve health, 
fire departments, street sprinkling and 
cleaning, public buildings, parks, play- 
grounds, and public baths, could not exist. 
And this is equivalent, in a very real sense, 
to saying that the city itself would then 
disappear. . . . Certainly, the maintenance of 
public schools, a fire department, a system 
of sewers, parks and public buildings, to say 
nothing of other public facilities and uses, 
calls for the exercise of governmental func- 
tions. And so far as these are concerned, 
the water supply is a necessary auxiliary, 
and, therefore, partakes of their nature... . 
Moreover, the health and comfort of the 
city’s population of 7,000,000 souls, and in 
some degree their very existence, are de- 
pendent upon an adequate supply of pure 
and wholesome water. 


A contention that supplying of water 
for a profit stamped the operation as pri- 
vate and not governmental in character 
was rejected, and additionally the court 
suggested that the overhead due to the 
enormous cost of the system and the fact 
that so large a proportion of the water 
was diverted for public use suggested 
that no real profit was likely to result. 
Brush v. Commissioner of Internal Reve- 
nue. 


Higher Bond Interest Rate Is Recognized 


HE Philadelphia Electric Company 

was authorized on February 2nd to 
sell bonds to investment bankers at a 
price not lower than two points below 
the public offering price and in no event 
at less than par. The bonds were for re- 
funding purposes and were to bear 
interest at the rate of 3} per cent. By an 


order issued on March Ist the com- 
mission authorized a change in the inter- 
est rate to 34 per cent in view of the 
higher cost of money. 

Bond market prices, it was said, had 


decreased to the extent that it would not 


be possible for the utility to sell 3} per 
cent bonds at par net to the company. 
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Accordingly, the company had two 
courses open to it in marketing its bonds. 
First, it might accept a lower price for 
the 34 per cent bonds, but this was 
deemed impracticable inasmuch as the 
sale of the bonds would not produce suffi- 
cient cash to refund the existing funded 
debt of the company as planned. The 
second alternative was to increase the 


e 


coupon rate of the new bonds, thus sus- 
taining the par minimum price. This 
course was approved since the company 
had earned annual fixed charges 5.4 
times and issuance of the bonds even at 
the higher rate would not eliminate ad- 
vantages of the proposed refunding 
transaction. Re Philadelphia Electric 
Co. (Securities Docket No, 216). 


Individual Held Subject to Statutes Assessing 
Public Utility Corporations 


N action by an individual engaged in 
the operation of a motor carrier 
service against the Louisiana commission 
to enjoin the enforcement of an order 
charging the carrier with the cost of a 
proposed investigation and examination 
of his business was dismissed and the 
judgrient of dismissal was affirmed by 
the supreme court of Louisiana. 

The basis for the attack on the com- 
mission order was the contention that the 
statute did not apply to natural persons 
operating utilities; that such being the 
case, it discriminated against corpora- 
tions ; and that the act was broader than 
its title. The higher court approved the 
opinion of the trial judge, who said that 
in the construction of statutes absurd re- 
sults should be avoided, and when the 
literal construction would produce such 
a result, the letter of the law must give 
way to its spirit and the statute should 
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be construed so as to produce a reason- 
able result. He declared that the Su- 
preme Court of the United States and a 
number of other courts had construed 
the word “corporation” as used in a stat- 
ute to include natural persons whenever 
it had appeared that the legislative intent 
required it. He continued with the state- 
ment: 

Evidence has been offered to prove that 
the vast bulk of public utility business in 
Louisiana is carried on by corporations and 
that when the average person thinks of the 
operator of a public utility he usually thinks 
of a company or corporation, and uses the 
term utility company or utility corporation. 
It is my opinion that the court might have 
taken judicial notice of these facts without 
any evidence to that effect. 


For a contrary Federal court ruling, 
see 15 P.U.R.(N.S.) 482. Gremillion v. 
Louisiana Public Service Commission 
et al. (172 So. 163). 


Objections to Sinking-fund Depreciation 
Method Are Stated 


wo rival theories of depreciation on 

an age-life basis as applied to public 
utility properties are the straight-line and 
the sinking-fund methods. The New 
York commission, which has espoused 
the straight-line method, used that 
method in a recent decision on water 
utility rates. Commissioner Burritt, 
speaking for the commission, said: 


The fundamental assumption of the sink- 
ing-fund method is that depreciation ac- 
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cumulates not in a straight line which is a 
direct ratio to the age but in a curved line 
coincident with the sinking-fund curve. By 
this method, depreciation is accrued slowly 
at the beginning, hardly anguines from 
year to year for a long-live property, but 
at the end it is accumulated more rapidly. 
The form of the curve is determined by 
the rate at which the fund is compounded. ... 

In the straight-line method the amount of 
annual depreciation is ascertained by divid- 
ing the cost by the total useful life as esti- 
mated after a study of the property. This 
figure multiplied by the age of the property 
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as determined from the records, gives the 
amount of accrued depreciation to date. 
There are usually refinements and adjust- 
ments to be made for certain items of prop- 
erty for special factors but this is in all the 
essentials a statement of the straight-line 
method for determining depreciation. The 
facts of age and probable lives are deter- 
mined by the evidence. Only the computa- 
tions are mathematical. The fundamental 
basis of this method for determining accrued 
depreciation is that generally speaking the 
loss in value is measured by the propor- 
tionate part of the total useful life which 
has expired. It is founded upon the prin- 
ciple that on the average properties decrease 
in worth or value as their age increases and 
that the items which have shorter lives than 
the average are counterbalanced by those 
which have longer lives than the average. 


He said it was obvious that each of 
these methods if correctly applied would 
accomplish the same result at the end of 
the useful life, namely, it would have 
accumulated at that time a fund sufficient 
to reimburse the company for the prop- 
erty retired. The sinking-fund method, 
however, depends upon the accumulation 
of compound interest upon the fund set 
aside for depreciation, and unanticipated 
retirements during the earlier years may 
so deplete this fund that it will be ex- 
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tremely difficult to offset the loss by 
other property in the same account last- 
ing more than the average life. Further, 
he said, the sinking-fund method is diffi- 
cult to apply since it requires careful and 
somewhat complicated accounting prac- 
tice. 

Where there was a probability that a 
steam plant would be abandoned not 
later than fifteen years hence and that 
the public demand would require the 
abandonment of the water source not 
later than twenty-five years hence, with a 
possibility that either might happen be- 
fore the expiration of those periods, he 
deemed it highly important that the 
method of depreciation chosen be such as 
would give the investor a maximum pro- 
tection during the entire probable life of 
the plant. The straight-line method, he 
believed, would best accomplish this re- 
sult. 

Settlement of the rate proceeding was 
approved when the company offered a 
rate reduction but the commission ren- 
dered its report so as to establish the 
original cost of the property. Re Roches- 
ter & Lake Ontario Water Service Corp. 
(Case No. 8369). 


Bus and Street Railway Operations Must Be 
Segregated for Rate Making 


ff. Pennsylvania commission ap- 
proved the consolidation of a wholly 
owned motor coach company with its 
parent street railway company where the 
plan of consolidation accorded with law 
and presented no objectionable features, 
and the public would benefit from the 
elimination of one corporate structure 
and from the closer co6rdination of 
street railway and motor coach oper- 
ations that would follow the consoli- 
dation. 

The order of approval, however, con- 
tained certain provisions so as to make it 
clear that approval was not to be under- 
stood as committing the commission to 
approve or prescribe bus and coach rates 
and fares which with street railway rates 
and fares should be sufficient to yield a 
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return on all the property of the com- 
pany used and useful in the public 
service. 

To the end that bus and coach rates 
and fares might be regulated separately 
and apart from street railway rates and 
fares, the commission order contained a 
provision requiring the company to ac- 
count for its bus and coach property and 
operations separately and apart from its 
street railway property and operations. 

The order also included a provision 
to the effect that approval was not to be 
understood as committing the com- 
mission in any proceedings that might be 
brought before it for any purpose to fix 
a valuation on the corporate powers, 
franchises, property, rights, and credits 
of the subsidiary company equal to the 


APR. 15, 1937 





PUBLIC UTILITIES FORTNIGHTLY 


amount of the consideration to be paid 
by the car company, or to approve or 
prescribe rates and fares which should 


be sufficient to yield a return on the con- 
sideration. Re The Conestoga Co. (Ap- 
plication Docket No. 35051). 


e 


Other Important Rulings 


HE New York Commission decided 

that although organization expense 
would necessarily be incurred in the 
regular course of business, when such 
expenses could not be identified in a pro- 
ceeding for approval of a merger, it 
should be a requirement on the part of 
the commission that any amounts repre- 
senting expenditures incurred in con- 
nection with the company’s corporate 
structure and the issuance of capital 
stock should be written off and charged 
to the surplus account on the books of 
the merging company. The merged com- 
pany having passed out of existence, it 
was said, all costs incurred in connection 
with the formation of that company 
should be written off. Re Consolidated 
Edison Co. et al. (Cases Nos. 8876, 8866, 
8850, 8877). 


The District of Columbia commission, 
after devoting special attention to rates 
for hand telephone sets, ordered that the 
present charge of 15 cents per month for 
twelve months, or a flat charge of $1.50, 
which had been established, should be 
eliminated. Re Chesapeake and Potomac 
Telephone Co. (P.U.C. No. 1812/19, 
Order No. 1581). 


The supreme court of Oklahoma held 
that while a suit in a court of equity to 
test the validity of a commission rate 
order was undisposed of, an independent 
action on such order to recover under its 
terms or to recover upon bonds given to 
supersede the same could not be main- 
tained. Oklahoma Gas & Electric Co. et 
al. v. Wilson & Co. Inc., 63 P. (2d) 703. 


The Public Utilities Commissioner of 
Oregon, in passing upon a proposed 


budget of expenditures, disallowed as a 
charge to operating expenses proposed 
payments to an affiliated interest until 
such time as the commissioner had made 
a determination as to the fairness and 
reasonableness of the proposed contract, 
where the contract had not been filed with 
the commissioner for approval as re- 
quired by § 2 of Chap. 441, Oregon 
Laws 1933. Re Southern Oregon Gas 
Corp. (5506-G-57, P.U.C. Or. Order No, 
4070). 


The New York commission, in disap- 
proving proposed wholesale natural gas 
rates to a municipality, determined an 
approximate rate base for the purposes 
of the case, including an allowance of 
10 per cent for contractor’s profit, 5 per 
cent for engineering fee, and 1 per cent 
for interest during construction over a 
4-month construction period. This was 
based upon the full amount for two 
months’ time at an annual rate of 6 per 
cent and was computed upon all expend- 
itures including rights of way. Re 
Southern Tier Gas Corp. (Case No. 
8813). 


A water utility company was per- 
mitted, in complying with the New York 
commission’s requirement that billing in 
advance be for only three months rather 
than a year, to follow a plan of shorten- 
ing the billing period to various lengths 
of less than a year, since it appeared that 
to change abruptly to the quarterly sys- 
tem would result in a sudden suspension 
of the flow of revenue, which would be 
a serious disturbance to any business. It 
was considered that a period of adjust- 
ment should be allowed. Re Greater Flat- 
bush Civic League (Case No. 8255). 


Nore.—The cases above referred to, where decided +" courts or regulatory commissions, 


will be published in full or abstracted in 
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RE SOUTHERN OREGON GAS CORPORATION 


OREGON PUBLIC UTILITIES COMMISSIONER 


Re Southern Oregon Gas Corporation 


[U-F-766, P.U.C. Or. Order No. 4075.] 


Security issues, § 38 — Failure to obtain authorization — Effect. 
1. A note and mortgage executed and delivered subsequent to enactment 
of Chap. 441, Oregon Laws 1933, without authorization of the Com- 
missioner, are unlawful and void and the obligations expressed therein are 


unenforceable, p. 225. 


Security issues, § 31 — Powers of Commissioner — Ratification. 
2. The Commissioner cannot ratify a note and mortgage unlawfully issued 
without Commission authority, p. 225. 


Security issues, § 129 — Procedure — Validation of unauthorized issue. 
3. A company which has issued a note and mortgage unlawfully without 
the authority of the Commissioner cannot obtain ratification of such issu- 
ance but must execute a new note and mortgage upon the Commissioner’s 


approval thereof, p. 225. 


[February 19, 1937.] 


——_— to execute a mortgage and for approval of 
mortgage and note; authorization granted. 


WALLACE, Commissioner: South- 
ern Oregon Gas Corporation is a cor- 
poration organized under the laws of 
the state of California and is engaged 
in the manufacture, sale, and distribu- 
tion of artificial gas in Jackson, Jo- 
sphine, and Douglas counties, Ore- 
gon. 

In this proceeding applicant asks 
for an order of the Commissioner 
authorizing it to issue a note of 
$8,200 to the Medford Federal Sav- 
ings & Loan Association of Med- 
ford, Oregon, bearing 7 per cent in- 
terest, and also authorizing it to exe- 
tute a mortgage upon lots 8 and 9, 
in block 54 of the city of Medford, 
together with all tenements, heredit- 
aments, and appurtenances belonging 
to said premises. 


[15] 225 


It appears from the application 
herein that on the 12th day of Sep- 
tember, 1936, said applicant did exe- 
cute and deliver a promissory note to 
the said Medford Federal Savings & 
Loan Association and likewise did 
execute and deliver a mortgage as se- 
curity therefor upon the property 
hereinabove mentioned, and the Com- 
missioner is herein requested to re- 
troactively validate said transaction. 

[1-3] The said note and mortgage 
were executed and delivered subse- 
quent to the enactment of Chap. 441, 
Orgon Laws 1933, under which this 
application is filed, and being so exe- 
cuted and delivered without authority 
of the Commissioner, are unlawful 
void and the obligations ex- 
therein are unenforceable. 


17 P.U.R.(N.S.) 
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We are convinced, however, that fail- 
ure to apply to the Commissioner for 
authorization was not intentional, 
but merely through neglect by the 
responsible officers of the company to 
inform themselves as to the Oregon 
statute. The Commissioner, how- 
ever, cannot ratify any act absolutely 
prohibited by statute, and it will be 
necessary for the said applicant to 
execute a new note and mortgage up- 
on the Commissioner’s approval 
thereof. 

The applicant has outstanding 2,- 
500 shares of common stock having 
a par value of $100 per share, and 1,- 
250 shares of 7 per cent preferred 
stock, likewise having a par value of 
$100 per share. All of the said stock 
is held by the Republic Electric Pow- 
er Corporation. The applicant has 
no bonded indebtedness or mortgage 
upon its property, but has open ac- 
counts payable to the said Republic 
Electric Power Corporation as of 
November 30, 1936, of $332,137.48. 

The applicant had a book fixed 
capital as of November 30, 1936, of 
$426,384.54 and a depreciation re- 
serve of $13,409.24. For the twelve 
months ending November 30, 1936, 
its operating income was a loss of 
$2,179.94, but owing to income re- 
ceived from nonoperating activities, 
the net income transferred to profit 
and loss was $452.17. 

No interest is paid or accrued upon 
the applicant’s indebtedness to the 
said Republic Electric Power Corpo- 
ration. 

It appears further from the appli- 
cation herein that during the year 
1936 the Southern Oregon Gas Cor- 
poration constructed upon the herein- 
17 P.U.R.(N.S.) 


above described real property an officg 
building costing approximately $8, 
000, and that said loan was obtained 
from the said Medford Federal Say. 
ings & Loan Association for the pur 
pose of constructing said office build. 
ing. It appears, therefore, that the 
money obtained irom said loan wag 
used for a lawful purpose, namely 
the construction, extension, or im 
provement of the company’s plant 
and facilities, and it further appears 
that the applicant is in a position to 
make the payments of principal and 
interest required by said promisso 

note. 

The Commissioner is therefore o 
the opinion and finds that the said 
applicant should be authorized to is 
sue a promissory note to the Medford 
Federal Savings & Loan Association 
of Medford, Oregon, in the sum o 
$8,200, payable at the rate of not les 
than $123 per month on the first of 
each and every month until same is 
fully paid, and that such note shall 
bear interest at the rate of 7 per cent 
per annum, computed on the monthly 
unpaid balances thereof, such note te 
be in the same form as that certain 
note filed in this proceeding as Ex- 
hibit “A.” 

The Commissioner further finds 
that the applicant should be author- 
ized to execute an indenture of mort- 
gage upon lots 8 and 9, in block 4 
of the city of Medford, Oregon, and 
all tenements, hereditaments, and ap- 
purtenances thereto belonging or in 
anywise appertaining to such prem 
ises, such mortgage to be in the same 
form as that certain mortgage filed 
in this proceeding as Exhibit “A.” 


Now, therefore, based upon the 
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foregoing findings and the records 
and files herein, it is 
Ordered as follows: 


I 


The Southern Oregon Gas Corpo- 
ration may after the effective date 
hereof and before March 15, 1937, 
issue to the Medford Federal Savings 
& Loan Association, Medford, Ore- 
gon, a promissory note, payable in 
lawful money of the United States, 
bearing interest at the rate of 7 per 
ent per annum, and payable in 
monthly instalments of not less than 
$123 each until same is fully paid, 
sich note to be in the same form as 
that certain note filed in this proceed- 
ing as Exhibit “A,” and use the pro- 
ceeds thereof for the purpose of fi- 
nancing the construction of an office 
building on lots 8 and 9, in block 54 
of the city of Medford. 


II 


The Southern Oregon Gas Corpo- 
ration may after the effective date 
hereof and prior to March 15, 1937, 
execute a first mortgage substantially 
in the same form as the first mort- 
gage filed in this proceeding as Ex- 
hibit “A,” provided that the author- 


ity herein granted is for the purpose 
of this proceeding only and is granted 
only in so far as the Commissioner 
has jurisdiction under the provisions 
of said Chap. 441, Oregon Laws 
1933, and is not intended as an ap- 
proval of the said first mortgage as 
to such other legal requirements to 
which it may be subject. 


Ill 


The Southern Oregon Gas Corpo- 
ration shall not pay any commissions 
or fees for obtaining said loan, other 
than attorneys’ fees and fees required 
to be paid under this application. 


IV 


The Southern Oregon Gas Corpo- 
ration shall file with the Conmmission- 
er within ten days after execution 
thereof one true copy each of said 
note and mortgage hereinabove au- 
thorized. 


V 


The authority herein granted will 
become effective when the applicant 
shall have paid to the Commissioner 
the lawful fee required to be paid by 
§ 15, Chap. 441, Oregon Laws 1933, 
which fee is $25. 
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PENNSYLVANIA PUBLIC SERVICE COMMISSION 


Re Ayr Township Electric Company 


[Application Docket No. 34732.] 


Re Licking Creek Township Electric 
Company 


[Application Docket No. 34733.] 


Re Todd Township Electric Company 


[Application Docket No. 34734.] 


Corporations, § 14 — Charter — Perpetual or limited. 

Electric utility corporations having charters which will expire at the end 
of a 50-year term should not be authorized to amend their charters to 
make them perpetual, in view of the established policy of the department 
of state as well as the policy of the Commission that no public utility shall 
be chartered for a period exceeding fifty years, although the amendment 
is sought so as to avoid complications and difficulties that might arise from 
a merger with a company having a perpetual term. 


[February 15, 1937.] 
P  ieoripa for approval of the extension of the term for 


which certain corporations are authorized to exist; appli- 
cations denied. 


By the Commission: These appli- 
cations come before us under the pro- 
visions of Art. III, § 3 (a), and 
Art. V, §§ 18 and 19, of The Pub- 
lic Service Company Law, praying 
for Commission approval of the 
amendment of the petitioner’s char- 
ters by the extension of the time for 
which each of the petitioners is enti- 
tled to exist, from fifty years to per- 
petuity. 

Each of the petitioners was incor- 
17 P.U.R.(N.S.) 


porated December 10, 1935, under the 
provisions of the Act of April 29, 
1874, P. L. 73, and its supplements 
and amendments, for the purpose of 
supplying light, heat, and power, or 
any of them, by means of electricity 
to the public in the townships of Ayr, 
Licking Creek, and Todd, in the 
county of Fulton. The charter rights 
will expire at the end of a 50-year 
term. 

Petitioners propose to merge with 
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the South Penn Power Company and 
give the proposed merger as the rea- 
son for obtaining the desired exten- 
sion of the time for which they are 
authorized to exist. They aver that 
South Penn Power Company is char- 
tered for a perpetual term, and that 
its franchise rights throughout this 
territory are perpetual. The petition- 
ers do not deem it advisable to merge 
with the South Penn Power Com- 
pany unless their charters are extend- 
ed to perpetuity, because of legal com- 
plications and difficulties that may 
arise from the merger of a company 
with a term of fifty years and a com- 
pany with a perpetual term. 

It is and has been the established 
policy of the department of state of 
this commonwealth, as well as the pol- 
icy of the Commission, that no public 
utility shall be chartered for a peri- 
od exceeding fifty years. The fact 
that there are in existence in this 


commonwealth charters for a perpet- 
ual term, which charters have been 
issued prior to the establishment of 
this policy, is not a sufficient reason 
to require a departure therefrom. 

The matters and things involved 
having been fully considered, we can- 
not find that the amendment of the 
petitioners’ charters by extending the 
term for which each of them is enti- 
tled to exist, from fifty years to per- 
petuity, is in the public interest, nor 
that such amendments are necessary 
or proper for the service, accommo- 
dation, convenience, or safety of the 
public; therefore, 

Now, to wit, February 15, 1937, it 
is ordered: ‘That the applications for 
approval of the amendment to the 
charters of the Ayr Township Elec- 
tric Company, Licking Creek Town- 
ship Electric Company, and Todd 
Township Electric Company, be and 
are hereby severally denied. 





COLORADO PUBLIC UTILITIES COMMISSION 


Re Harry Russell 


[Application No. 3694-PP-A, Decision No. 9114.] 


Certificates of convenience and necessity, § 144 — Lease of permit — Objection 


by lessor. 


An application for Commission approval of a lease of an operating permit, 
alleging that the permit has been leased to the applicant, must be dismissed 
when the alleged lessor testifies that he is not willing to execute any lease 
of the permit, since, before a lease may be approved by the Commission, 
it must affirmatively appear that both lessor and lessee are desirous of 


securing approval. 


[December 21, 1936.] 
|, gerne) for approval of lease of operating permit; 


dismissed. 
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APPEARANCES: J. A. Shepherd, 
Denver, for Harry Russell, lessor; 
Thos. L. Bartley, Pueblo, for Fred 
Russell, lessee; Marion F. Jones, 
Longmont, for L. E. Runkle, U. S. 
Read, and The Colorado Trucking 
Association; A. J. Fregeau, Denver, 
for Weicker Transportation Com- 
pany; J. D. Blunt, Canon City, for 
Southwestern Transportation Com- 
pany; Z. D. Bohrer, Denver, for The 
Motor Truck Common Carriers As- 
sociation; F. M. Keith, Canon City, 
for Keith Truck Line. 


By the Commission: It appears 
in the instant case that on November 
24, 1936, an application signed by 
Fred Russell was filed with the Com- 
mission, wherein it is alleged that on 
November 9, 1936, Harry Russell ex- 
ecuted a lease of all of his right, title, 
and interest in Permit No. A—-399 to 
Fred Russell for a period of five 
years, and requesting approval of the 
Commission of said lease. Thereaft- 


er, a letter was received by the Com- 
mission from the said Harry Russell 
advising the Commission that he de- 
sired to be heard before any approval 
of said lease was entered. 

When the case was called for hear- 
ing, a motion was made by the attor- 
ney for the said Harry Russell to dis- 
miss the application for approval, 
The said Harry Russell was sworn 
and testified that he was not willing 
to execute any lease of said permit 
to the said Fred Russell (who is his 
brother). No further evidence was 
introduced. 


It is obvious that before a lease 
may be approved by the Commission, 
it must affirmatively appear that both 
lessor and lessee are desirous of se- 
curing said approval. 

After a careful consideration of 
the record, the Commission is of the 
opinion, and so finds, that the motion 
to dismiss the application should be 
sustained. 





NEW JERSEY BOARD OF PUBLIC UTILITY COMMISSIONERS 


Donald M. Dougal 


Vv 


Public Service Blecteie & Gas Company 


Rates, § 352 — Electric — Residential and commercial — Application of schedule 


— Dentist’s office. 


A dentist occupying the first floor, devoted entirely to the conduct of his 
profession, in a building where the second floor is rented as an apartment, 
while the dentist resides at another location, electricity for the office and 
apartment being supplied through a single meter, is not entitled to have 
residence rates applied to the current used in his business on the ground 
that it is incidental to residential use. 


[December 17, 1936.] 


17 P.U.R.(N.S.) 
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C 


APPEARANCES: A. K. Dougal, 
for petitioner; Charles S. Straw, for 
Public Service Electric & Gas Com- 


pany. 


By the Boarp: Complainant is a 
dentist with an office and laboratory 
at 102 Maplewood avenue, Maple- 
wood, New Jersey, where he has 
been practicing his profession since 
1914. 

Complainant resides at 4 Lenox 
Place, Maplewood, where he has lived 
for twelve years. 

The first floor of 202 Maplewood 
avenue, consisting of four rooms is 
devoted entirely to the conduct of his 
profession, the second floor consist- 
ing of three rooms and bath is rented 
as.an apartment. The gist of the 
complaint is that the utility has re- 
fused to bill the complainant under 
residential rate which reads as fol- 
lows : 

“Rate ‘B’ Residence Service, now 


¥ 


OMPLAINT against rates under classification of electric service 
for a dentist’s office; complaint dismissed. 


known as Rate ‘RS’—Residential 
Service now reads: ‘Residential pur- 
poses in individual residences and 
in individual flats or apartments in 
multiple family buildings with all 
service measured by one meter. This 
rate is not available for commercial 
use of electrical energy. In residen- 
tial premises, use for purposes other 
than residential will be permitted 
only where such use is incidental to 
the residential use.’ ”’ 

The electricity for the office and 
apartment is through a single meter. 
Complainant asserts that the current 
used in his business is incidental to 
the residential use. 

Under the facts disclosed by the 
testimony, it is obvious that the clas- 
sification for which complainant con- 
tends applies only to a building occu- 
pied by a dentist as a residence and 
office jointly. 

The complaint, therefore, is dis- 
missed. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re Wisconsin Valley Improvement 


Company 


|2-SB-77.] 


Security issues, § 94 — Classes of stock — Statutory requirements — Rights of 


water-power owners. 


Section 180.05 of the Wisconsin statutes, providing that articles of a cor- 
poration organized to establish, maintain, or operate a system of water 
reservoirs for the purpose of regulating the flow of any river shall guar- 
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antee to every owner of water power located below such reservoir system 
who does not already own his quota of stock the right at any time to 
purchase at par such a pro rata share of all of the capital stock of the 
corporation as shall be determined by a formula set forth in the statute, 
is to be interpreted in the case of amended articles of incorporation creating 
voting and nonvoting classes of capital stock as requiring the company to 
issue to such a water-power owner his pro rata share of each class of 
the capital stock of the corporation, and under such interpretation the 
stock classification amendment does not, in violation of the statute, with- 


draw any guaranty. 


[November 18, 1936.] 
Ferien for authority to issue capital stock and bonds; 


application granted. 


By the Commission: The original 
application in the above-entitled mat- 
ter was filed with the Commission on 
September 17, 1936. This applica- 
tion was amended by supplemental 
petition filed on October 29, 1936. 
As amended, the application of the 
company requests authority (a) to 
issue $64,000 of common stock for 
cash for the purpose of securing 
funds with which to pay for the con- 
struction of the diversion canal in 
connection with the Rainbow reser- 
voir, and (b) to issue $350,000 prin- 
cipal amount of its Series B first 
mortgage bonds and $350,000 par 
value of nonvoting common stock 
for the purpose of acquiring the Big 
Eau Pleine reservoir from Consoli- 
dated Water Power Company, free 
and clear of all encumbrances. 

The petitioner alleges that the en- 
tire cost of the Big Eau Pleine reser- 
voir will not cost in excess of $700,- 
000 and that if such costs do exceed 
that amount, the Consolidated Water 
Power Company has agreed to pay 
such excess. From such study as the 
Commission’s engineers have made of 
this project, it appears that $700,000 
represents a reasonable estimate of 
the cost. 


The request of the petitioner to is- 
sue $64,000 of common stock to fi- 
nance the construction of the diver- 
sion canal is not supported by any 
evidence showing the cost thereof. 
For this reason, we believe that the 
certificate of the Commission author- 
izing the issuance of securities should 
be conditioned upon the understand- 
ing that should the exact cost to the 
petitioner, of either the diversion ca- 
nal or the Big Eau Pleine reservoir, 
be less than the par value of securities 
herein authorized, the petitioner will 
immediately retire and cancel a suf- 
ficient amount of said securities so 
that the total amount of securities so 
authorized will not exceed the cost of 
said projects. 

This leaves for consideration the 
type of securities to be authorized. 
The $64,000 of common stock, to fi: 
nance the cost of the diversion canal, 
will be voting stock with the same 
characteristics as all of the other cap- 
ital stock of the company now out- 
standing. The $350,000 par value of 
nonvoting common stock, which will 
be issued to partly finance the con- 
struction of the Big Eau Pleine res- 
ervoir, presents a question which 
must be decided by interpretation of 
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RE WISCONSIN VALLEY IMPROVEMENT COMPANY 


§ 180.05 of the Wisconsin Statutes. 
This section provides as follows: 
“The articles of a corporation or- 
ganized in whole or in part to estab- 
lish, maintain, or operate a system of 
water reservoirs for the purpose of 
regulating the flow of any river in 
the state, shall guarantee to every 
owner of water power located below 
such reservoir system, who does not 
already own his quota of stock, the 
right at any time to purchase from 
the corporation at par such a pro rata 
share of all of the capital stock of 
the corporation as the cubic foot stor- 
age fall of the water power of such 
owner shall be of the sum of the cubic 
foot storage falls of all water powers 
benefited by such reservoir system. 
The cubic foot storage fall of any 
water power is the product of the 
height expressed in feet of the head 
obtained or obtainable by the dam at 
said power, multiplied by the storage 
capacity expressed in cubic feet of the 
reservoirs tributary to such power. 
The articles shall never be amended 
so as to withdraw said guaranty.” 
The articles of incorporation have 
been amended recently so as to pro- 
vide for the $350,000 of nonvoting 
common stock, thereby creating two 
classes of capital stock: viz., voting 
and nonvoting stock. The question 
arises, therefore, as to whether an 
owner of water power, in demanding 
his “pro rata share of all of the cap- 
ital stock of the corporation,” may 
have that demand satisfied by the is- 
suance of his pro rata share in only 
one class of stock, or is the company 
required, under the provisions of 
§ 180.05 of the statutes, to issue to 
him his pro rata share of each class 
of all of the capital stock of the cor- 
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poration. If the latter meaning can 
be read into the provisions of § 180.- 
05, quoted above, it does not appear 
that the recent amendment to the ar- 
ticles of incorporation withdraws 
any guaranty that existed prior to 
the amendment or that the voting 
control of the company will be af- 
fected. We have given careful con- 
sideration to this matter and come to 
the conclusion that the latter meaning 
is a reasonable interpretation of the 
wording of § 180.05 of the statutes. 
Based upon this interpretation, it ap- 
pears that the Commission may law- 
fully authorize the issuance of the 
securities requested in the pending 
application, including the nonvoting 
stock. Any other interpretation 
would, in our opinion, mean that the 
amendment to the articles and this 
certificate of authority to issue non- 
voting stock was ultra vires ab in- 
ito. 

According to supplementary in- 
formation submitted by the repre- 
sentatives of petitioner, the company 
proposes to issue the $350,000 of 
first mortgage bonds as of November 
1, 1936. They will mature serially 
at the rate of $12,000 on August 1, 
1937, and $12,000 on each August 
Ist, thereafter, to and including 
August 1, 1964, and $14,000 on 
August 1, 1965. This serial ma- 
turity arrangement substantially com- 
plies with that portion of the provi- 
sions of Chap. 335 of the Laws of 
1907, as amended, relating to the re- 
tirement of bonds. It further ap- 
pears that these bonds will be sold at 
par and will bear interest at 44 per 
cent per annum payable semiannually 
on the first days of February and 
August of each year. 


17 P.U.R.(N.S.) 
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COLORADO PUBLIC UTILITIES COMMISSION 


Re John Shull, Doing Business As 
John Shull Truck Line 


[Case No. 1839, Decision No. 8987.] 


Pleading, § 6 — Bill of particulars. 


1. The attorney for the Commission, in a proceeding to determine whether 
a respondent is operating as a motor vehicle carrier without a certificate 
of public convenience and necessity, need not furnish in a bill of particulars 
the name of the consignee of a shipment when the investigation of the re- 
spondent’s operations, and the information from which such bill of par- 
ticulars will be compiled, does not disclose the name of the consignee but 
shows all other information which will enable the respondent readily to 
identify the shipment in question, p. 234. 
Pleading, § 6 — Bill of particulars — Matters within knowledge of party. 

2. The attorney for the Commission, in a proceeding to determine whether 
a respondent has operated as a motor vehicle carrier without a certificate of 
public convenience, should not be required to furnish a statement of the 
facts upon which the complainant relies, since no one knows better than 
the respondent the extent and nature of his operations, and the Com- 
mission is not required to disclose every fact upon which the allegation is 
based when it is within the peculiar knowledge of the respondent himself, 


p. 235. 


[November 13, 1936.] 


)  gomnneet for bill of particulars in proceeding involving 

question of motor vehicle carrier operation without a cer- 

tificate of public convenience and necessity; bill of particulars 
ordered on certain points. 


By the Commission: Respondent 
herein has filed his demand for a bill 
of particulars, an offer to furnish 
same being contained in the order to 
show cause heretofore entered in this 
proceeding, and requests information 
concerning the dates and points to 
which shipments have been handled 
at less than the rates prescribed by 
the Commission in Case No. 1585 
(10 P.U.R.(N.S.) 51). In making 
this demand, respondent requests the 


17 P.U.R.(NS.) 


name of the consignor and consignee 
of said shipments. 

[1] We are advised by the attor- 
ney for the Commission that the in- 
vestigation of respondent’s opera- 
tions, and the information from 
which such bill of particulars will be 
compiled, does not disclose the name 
of the consignee but shows all other 
information which will enable the 
respondent to readily identify the 
shipments in question. Therefore, 
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in furnishing such bill of particulars, 
the name of the consignee need not be 
furnished. 

[2] The fourth paragraph of the 
demand requests a statement of the 
facts upon which the complainant re- 
lies in establishing that respondent 
has operated as a “motor vehicle car- 
rier” without a certificate of public 
convenience and necessity. No one 
knows better than respondent the ex- 
tent and nature of his operations, and 
the show cause order initiating this 
proceeding made no offer of a bill of 
particulars upon this question. Fvr- 
thermore, we do not believe that we 


are required to disclose every fact up- 
on which this allegation is based, 
when it is within the peculiar knowl- 
edge of the respondent himself. 

The Commission is of the opinion 
and so finds that the attorney for the 
Commission should within fifteen 
days from this date, furnish the re- 
spondent a bill of particulars, contain- 
ing all of the information requested 
in paragraphs 1, 2, and 3 of said de- 
mand for a bill of particulars, except 
the name of the consignee of said 
shipment, and that the demand em- 
bodied in paragraph 4 thereof should 
be refused. 





OREGON PUBLIC UTILITIES COMMISSIONER 


Re P. A. Mitchell et al. 


[U-F-702, P. U. C. Or. Order No. 3783.] 


Accounting, § 8 — Fixed capital account — Original cost. 
1. The books of a utility should reflect original cost or historical cost and 
not a reproduction cost appraisal, which in every instance is subject to 
fluctuations in price levels and includes many theoretical items not repre- 
sented by acutal expenditure of money in the construction of a utility plant, 


p. 238. 


Accounting, § 32 — Purchase price — Original cost. 


2. The Commission, in approving a sale of public utility property, is interested 
in preserving in the books of the company the original actual cost of con- 
struction, which is one of the important elements to be given weight in 
determining fair value for rate-making purposes, and this is doubly im- 
portant when a negotiable note is to be issued and a mortgage placed upon 
the property, which may eventually become the property of an innocent 
purchaser, notwithstanding the fact that the purchaser may see fit to pay 
for the property more than its original construction cost depreciated, p. 


238. 


Consolidation, merger, and sale, § 8 — Powers and duties of Commission — Con- 


ditions — Purchase price. 


3. The Commissioner does not undertake to regulate, control, or fix the 
price at which public utility property may be bought and sold, but he clearly 
has authority to prevent a purchase price being arbitrarily substituted upon 
the books of the company for the true historical value, p. 238. 
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Security issues, § 39 — Necessity of authorization — Note — Due date. 
4. A promissory note secured by a first mortgage, constituting an evidence 
of indebtedness maturing more than twelve months after date thereof, 
can only be issued, under the provisions of Chap. 441, Oregon Laws 1933, 
after receiving the Commissioner’s approval, p. 240. 


Security issues, § 99 — Proportion of indebtedness. 
5. A utility’s indebtedness should ordinarily, and except in very unusual 
circumstances, not exceed as an extreme maximum 60 per cent of the 
depreciated original cost of the property, and the balance of 40 per cent 
should be represented by capital stock or other evidences of ownership, p. 


240. 


Security issues, § 111 — Restriction as to transfer — Amount of note dispropor- 


tionate to property cost. 


6. A note and mortgage given as part of the consideration for the purchase 
of utility property, if disproportionate in amount to the original cost of 
the property, should, for the protection of a possible innocent assignee 
or purchaser of the note and mortgage, be nontransferable except upon 
the express consent of the Commissioner until such time as the principal 
of the note shall have been reduced to an amount consistent with the 


property cost, p. 240. 


[October 19, 1936.] 


oo for Commission approval of sale of telephone 
property; application granted subject to conditions. 


McCo.Ltocu, Commissioner: Ap- 
plication in the above-entitled matter 
was filed on October 29, 1935, amend- 
ed by a supplemental application filed 
October 7, 1936. 

Hearings were held at Salem, Ore- 
gon, on December 5, 1935, and Au- 
gust 31, 1936, at which times ap- 
pearances were as follows: P. A. 
Mitchell, Lebanon, owner of Lebanon 
Telephone Company; L. L. Swan, At- 
torney at Law, Albany, appearing for 
P. A. Mitchell; A. K. McMahan, At- 
torney at Law, Albany, appearing for 
P. A. Mitchell; G. A. Bauman, Forest 
Grove; O. C. Spencer, Attorney at 
Law, Portland, appearing for G. A. 
Bauman; L. E. Getgen, Lebanon, ap- 
pearing for G. A. Bauman; Ray H. 
Lesher and G. D. Muhle, Portland, 
Certified Public Accountants, appear- 
ing for G. A. Bauman. 


17 P.U.R.(N.S.) 


The matter is now ready for entry 
of order based upon the record at said 
hearings, the original and supplemen- 
tal applications. 

The applicant, P. A. Mitchell, owns 
and operates a telephone utility busi- 
ness in the city of Lebanon, Oregon, 
and territory immediately adjacent 
thereto under the assumed business 
name of the Lebanon Telephone Com- 
pany. The Lebanon Telephone Com- 
pany is a public utility and is subject 
to the jurisdiction of the Commission- 
er. 

George A. Bauman is an individual 
residing at Forest Grove, Oregon, and 
has been engaged in the telephone 
business in this state on his own be- 
half and for others during the past 
twenty-five years. 

It appears that on the Ist day of 
September, 1935, an agreement was 
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entered into between P. A. Mitchell 
and George A. Bauman whereby the 
plant, property, equipment, and busi- 
ness of Lebanon Telephone Company, 
together with certain parcels of real 
estate, were sold to the said George 
A. Bauman for the sum of $45,000. 
The parties place a value of $6,000 
on the real property and $39,000 on 
the telephone utility property. The 
vendee paid down the sum of $6,000 
and gave a note for the balance of 
$39,000. Said balance is to be liqui- 
dated in semiannual instalments of 
$1,000 each, with interest at the rate 
of 6 per cent per annum on the un- 
paid balances. The note is secured 
by an indenture of mortgage upon the 
telephone utility property and the real 
estate. Title has previously passed to 


vendee by appropriate instruments of 
conveyance, 
The mortgage provides that the 


mortgagor assume all responsibility 
for the operation and management of 
the utility business and the mainte- 
nance and replacement of the plant and 
equipment, for the payment of taxes 
and liens and the placing of insurance 
on the central office. In the event that 
the mortgagor defaults in the pay- 
ment of principal or interest for a 
period of sixty or more days, the 
whole of the principal and interest be- 
come due, and at the option of the 
mortgagee the mortgage may be fore- 
closed. Provision is made for ap- 
pointment of a receiver during fore- 
closure. 

The transaction hereinabove set 
forth was entered into by the parties 
and possession of the property taken 
by the vendee before the original ap- 
plication was filed in apparent igno- 
rance of an enactment by the 1933 ses- 
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sion of the legislature providing that 
“No public utility doing business in 
Oregon hereafter shall sell, lease, as- 
sign, mortgage, or otherwise dispose 
of or encumber the whole or any part 
of its street railroad, lines, plant, sys- 
tem, or other property whatsoever 
necessary or useful in the perform- 
ance of its duties to the public 
without first having secured from the 
Commissioner an order approving the 
same and authorizing it so to do. 

“Every such sale, lease, assign- 
ment, mortgage, disposition, encum- 
brance, merger, or consolidation made 
other than in accordance with the or- 
der of the Commissioner authorizing 
the same shall be void.” (Sections 4 
and 5, Chap. 441, Laws of 1933.) 

This utility commenced operation 
about the year 1912, and the present 
management assumed control June 1, 
1920. At that time it was an Oregon 
corporation known as Lebanon Mutu- 
al Telephone Company, with the said 
P. A. Mitchell in active charge of its 
business. Mr. Mitchell continued to 
operate the property as such until De- 
cember 31, 1922, when the corpora- 
tion was dissolved and the property 
thereafter operated as a proprietor- 
ship under the present assumed busi- 
ness name. 

The balance sheet of the Lebanon 
Telephone Company as of the date of 
the proposed sale discloses that the 
depreciable book cost of the property 
amounted to $20,337.43. The appli- 
cations herein allege that the stock of 
the Lebanon Mutual Telephone Com- 
pany was purchased in 1920 for the 
sum of $20,000; that since said pur- 
chase expenditures to plant and equip- 
ment in the amount of $42,000 have 
been made, bringing the total cost to 


17 P.U.R.(N.S.) 





OREGON PUBLIC UTILITIES COMMISSIONER 


$62,000, which, after deducting the 
depreciation reserve of $18,500, leaves 
the present net capital investment at 
$43,500. 

There being such a marked discrep- 
ancy between the utility’s balance 
sheet, the applicants’ allegations and 
the purchase price, the Commissioner 
requested his accountants to make a 
preliminary examination of the books 
and records of the Lebanon Telephone 
Company. Said preliminary exami- 
nation disclosed that the application 
was in error in so far as the state- 
ment of expenditures for plant and 
equipment was concerned, and that 
the actual expenditures for such plant 
and equipment were reflected by the 
balance sheet. 

[1] The results of this examination 
were presented to the applicants at the 
hearing held on December 5, 1935, 
whereupon the purchaser, George A. 
Bauman, requested time to prepare 
and present an inventory and apprais- 
al of the property. Such inventory 
and appraisal was subsequently filed 
in this proceeding, and the said 
George A. Bauman asked that it be 
made the basis of the opening entries 
on his books for the fixed capital ac- 
counts. This inventory and appraisal 
is predicated upon the basis of repro- 
duction cost new and shows a total 
claimed value at present day prices of 
$72,667.41. Said appraisal is $32,- 
867.66 in excess of the book cost of 
fixed capital after the deduction of the 
nonoperating real estate, which is not 
claimed to be a part of the fixed cap- 
ital of the Lebanon Telephone Com- 
pany. 

It seems pertinent to remind ap- 
plicants that the books of a utility 
should reflect original or historical 
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cost and not a reproduction cost ap. 
praisal, which in every instance is sub- 
ject to fluctuations in price levels and 
includes many theoretical items not 
represented by actual expenditure of 
money in the construction of a utility 
plant. 

[2, 3] This is not a rate proceeding 
nor are we at this time finding a value 
of the property which may later be 
used in any respect as a basis of fix- 
ing rates. We are, however, interest- 
ed in preserving in the books of the 
company the original actual cost of 
construction, which is one of the im- 
portant elements to be given weight in 
determining fair value for rate-mak- 
ing purposes. 

In authorizing the issuance of se- 
curities by a public utility the Com- 
missioner has heretofore held that the 
actual cost of constructing the public 
utility property, or if such cost is not 
known, the estimated original cost is 
the proper basis for the capitalization 
of the property. While no securities 
are proposed under this application to 
be issued and sold to the public, a 
negotiable note is to be issued and a 
mortgage placed upon the property, 
which may eventually become the 
property of an innocent purchaser. It 
therefore is doubly important that the 
fixed capital accounts of this utility 
be maintained on the basis of the orig- 
inal cost of construction. To deviate 
from this policy merely because a 
purchaser has for some reason seen 
fit to pay for an operating utility prop- 
erty more than its original construc- 
tion cost depreciated is contrary to 
public interest and would limit the 
Commissioner’s functions under §§ 4 
and 5 of the act to the mere clerical 
act of entering an order approving 
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any sale upon any terms and at any 
price the parties themselves decided 
upon. 

The Commissioner has not hereto- 
fore undertaken to regulate, control, 
or fix the price at which public util- 
ity property miay be bought and sold, 
and does not intend to do so in this 
proceeding, but he clearly has author- 
ity to prevent a purchase price being 
arbitrarily substituted upon the books 
of the company for the true historical 
value. 

We pass now to a determination of 
the original cost of construction of 
the Lebanon Telephone Company. 
The purchaser seriously questions the 
accuracy of the books of the utility 
and maintains that they do not reflect 
the cost of construction or any rea- 
sonable approximation thereof. 

A complete and thorough audit was 
made of the books and records of 
the Lebanon Telephone Company by 
the Commissioner’s accounting staff. 
This audit revealed that the utility 
had maintained an excellent set of 
records upon which the transactions 
were entered with an unusual degree 
of accuracy. Original records had 
been almost uniformly preserved and 
were available for comparison with 
the book entries. 


It appears that the present fixed 
capital accounts commence with a val- 
uation made by E. T. Busselle, an ap- 
praisal engineer for the company, as 


of January 1, 1917. This valuation 
was presented to the then Public Serv- 
ice Commission in an application for 
increased rates. Said valuation was 
based upon original cost depreciated, 
and amounted to $15,345.71. As 
heretofore stated, the utility was a 
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corporation at that time, and when it 
was dissolved on December 31, 1922, 
the fixed capital accounts as reflected 
by its books were carried forward on 
the books of the proprietorship. As 
of August 31, 1935, there remained 
in the fixed capital accounts only $2,- 
285.55 of depreciable property orig- 
inally included in the Busselle valua- 
tion, and right of way and intangible 
capital in the amounts of $125 and 
$1,326.49, respectively. All of the 
other original property has been re- 
tired from service. It can easily be 
seen that no opportunity exists for 
any material error due to the Busselle 
valuation being less than the probable 
original cost. 

We, however, have the benefit of a 
further check through a valuation 
made by the then Public Service Com- 
mission as of December 31, 1919. 
This valuation was based upon an in- 
ventory and appraisal as of July 1, 
1918, plus net additions and better- 
ments to December 31, 1919, and was 
only a few hundred dollars different 
from the book fixed capital as of that 
date. 

Turning now to an examination of 
the net additions for the period Janu- 
ary 1, 1917, to August 31, 1935, we 
find that during that period a number 
of adjustments were necessarily made 
to the fixed capital accounts by the 
Commissioner’s accountants for the 
reason that certain items of material 
were classified as operating expense 
which were properly capital expendi- 
tures, and likewise through a misin- 
terpretation of the prescribed Classifi- 
cation of Accounts the amount of 
labor included in the fixed capital ad- 
ditions was understated. It was also 
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found that in certain instances insuf- 
ficient retirements of fixed capital 
were made. There was charged to 
operating expenses during the period 
certain reconstruction work and re- 
moval costs which were provided for 
in the expense of depreciation, and a 
transfer has therefore been made 
from operating expenses (surplus) to 
the depreciation reserve. The net re- 
sult of the audit adjustments was an 
increase in fixed capital of $568.53, 
an increase in the materials and sup- 
plies account of $238.69, and a de- 
crease in the depreciation reserve bal- 
ance of $7,713.30. Inasmuch as the 
remaining depreciable property in- 
cluded in the Busselle valuation is in 
the fixed capital accounts at its de- 
preciated value, it will be necessary 
to make a further adjustment increas- 
ing the fixed capital account in the 
total amount of $344.78, and likewise 


increasing by the same amount the de- 
preciation reserve balance. 

[4] As heretofore stated, the trans- 
actions set forth in said application 
involve the issuance of a promissory 
note in the amount of $39,000, which 


is secured by a first mortgage. This 
note constituting an evidence of in- 
debtedness maturing more than twelve 
months after date thereof, can only 
be issued under the provisions of 
Chap. 441, Oregon Laws 1933, after 


receiving the Commissioner’s approy- 
al. 

[5, 6] The Commissioner is of the 
opinion, and has so stated in other 
proceedings, that in the interest of a 
sound financial structure a utility’s 
indebtedness should ordinarily, and 
except in very unusual circumstances, 
not exceed, as an extreme maximum, 
60 per cent of the depreciated original 
cost of the property, and that the bal- 
ance of 40 per cent should be repre- 
sented by capital stock or other evi- 
dences of ownership. In the instant 
case the amount of the proposed note 
and mortgage actually exceeds the de- 
preciated original cost of the property 
after giving full weight to the value 
of $6,000 placed upon the real estate 
by the applicants. 

The Commissioner has inquired in- 
to the financial responsibility of the 
mortgagor and is satisfied of his abil- 
ity to meet the semiannual payments 
required by the said note and mort- 
gage. For the protection of a possible 
innocent assignee or purchaser of the 
note and mortgage the Commissioner 
believes that these instruments should 
be nontransferable except upon the 
express consent of the Commissioner, 
until such time as the principal of said 
note shall have been reduced to the 
sum of $20,000. 


[Findings and order omitted.] 
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UNITED STATES DISTRICT COURT, W. D. ARKANSAS, 
TEXARKANA DIVISION 


Arkansas-Louisiana Gas Company 


Vv. 


City of Texarkana et al. 


[No. 219.] 
(17 F. Supp. 447.) 


Appeal and review, § 15 — Decision by city council — Findings. 
1. Findings of fact made by a city council after hearing on rates have an 
evidential value in determining whether or not the city council, as triers 
of fact, acted unreasonably and arbitrarily, p. 247. 


Appeal and review, § 15 — Decision by city council — Experience of ratemakers. 
2. Consideration must be given to the experience or lack of experience of 
members of a city council as triers of fact in rate cases in fixing the standard 
of the evidential value of findings of fact by the council, p. 247, 


Appeal and review, § 15 — Rate decision — Fixing reasonableness — Function 
of court. 

3. A court, x reviewing rates fixed by a city council and alleged to be 
confiscatory, cannot properly set up a schedule of rates deemed to be 
reasonable ae then invoke a comparison between the result and the rate 
alleged to be confiscatory, since the court is not to set up a reasonable 
rate but to pass upon whether the rate ordained by the city council is so 
unreasonably low as to amount to confiscation, p. 248. 


Return, § 21 — Confiscatory or unreasonable. 
4. A rate, from a legislative standpoint, may be unreasonably low and yet 
be a reasonable rate from a judicial viewpoint, since there is recognized 
a marked distinction between a rate which is not confiscatory in its char- 
mag and a rate which is fair from an economical and commercial sense, 

. 248. 

edie § 50 — Confiscation — Ordinance rates. 
5. Rates fixed too high or too low by a city council, in the exercise of 
its legislative functions delegated by the state, are not subject to molesta- 
tion unless the rates are fixed so unreasonably low as to result in the taking 
of private property for a public use without just compensation, p. 250. 


Return, § 52 — Confiscation. 
6. A rate which is so low as not to enable the company to pay legitimate 
expenses and realize a fair return on the reasonable value of its property 
is a rate which is confiscatory, p. 250. 

Appeal and review, § 15 — Rate ordinances — Functions of court. 


7. The issue before the court in reviewing rates fixed by a city council 
is not what the company should charge or what the city council should fix, 
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nor still a rate which, in the opinion of the court, might be reasonable, 
but whether the rate fixed by the state acting through the city council was 
so low as to be in effect confiscatory, and this issue is to be determined 
by the court upon its own independent judgment of the law and the facts, 
p. 251 
Rates, § 191 — Presumption as to reasonableness — Ordinance rates. 

8. Rates fixed by resolution of a city council carry a presumption that they 
are not confiscatory, and they must be regarded as prima facie just, fair, 
and valid, p. 251. 


Return, § 63 — Confiscation — Burden of proof. 
9. An extremely heavy burden rests upon a gas company to show that 
rates ordained by a city council are confiscatory, and this burden not only 
goes to the whole case but it applies also to each disputed point involved, 
p. 253. 


Valuation, § 331 — Going value — Burden of proof. 
10. Going value must be proven, and a heavy burden of proof rests upon 
a company attacking ordinance rates as confiscatory, although the presence 
of going concern value is recognized, p. 255. 


Valuation, § 129 — Legal and administrative expenses — Evidence. 
11. A company’s figures on legal and administrative expenses should be 
accepted instead of making a larger allowance for such items, since the 
company would be in a better position to know what these expenses should 
be than anyone else, p. 257. 


Expenses, § 9 — Estimates — Averages for past years. 
12. The use of average expenses over a 4-year period during a depression 
was approved in arriving at a proper allowance for expenses, p. 257. 


Expenses, § 49.1 — Employees’ subscription plan bonus — Lack of evidence. 
13. An allowance for “employees’ subscription plan bonus” was not treated 
as an item of operating expense where the record was indefinite with respect 
to the use and benefit of this item, p. 257. 


Expenses, § 8¢ — Payment to related company — Burden of proof. 
14. A utility company attacking ordinance rates as confiscatory has the bur- 
den of proof to show that prices charged by an affiliated company for man- 
agement services are justified by the value of the service to the utility com- 
pany commensurate with the price paid and that such price is fair and does 
not exceed the actual cost of rendering the service, p. 257. 


Intercorporate relations, § 13 — Payments to affiliates — Change in voting control. 
15. Such a substantial change, in the intercorporate relationship between an 
operating utility company and a company to which management fees are 
paid, as to shift or lessen the burden resting upon the operating company 
to justify payments to the affiliate is not shown by the facts that a default 
in payment of dividends upon preferred stock has taken place, that the 
owners of the preferred stock have exercised their rights and elected the 
board of directors of the operating company, and that such preferred stock- 
holders are not affiliated with the parent company, where the directors are 
the same as those elected by the holders of the common stock prior to 
default with one or two exceptions and the assertion of control by the pre- 
ferred stockholders has not in the least changed the management of the 
company, p. 258. 
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Depreciation, § 6 — Depletion — Right to allowance. 
16. A natural gas utility is entitled to an allowance sufficient to cover deple- 
tion and depreciation, p. 259. 


Depreciation, § 66 — Natural gas — Depreciable general property. 


17. An allowance of 10 per cent to cover depreciation of depreciable gen- 
eral property of a natural gas utility was approved, p. 259. 


Expenses, § 135 — Natural gas property — Amortization. 
18. Annual depreciation on production property, depletion of wasting assets 
and amortization of the cost of developing leases, abandoned leases, pro- 
ducing leases, drilling dry holes, and of geological and scouting activities 
are costs and expenses properly chargeable to operating expenses and should 
be spread over the life of the gas reserves because such costs are incident 
to the discovery and development thereof, p. 260. 


Expenses, § 137 — Natural gas utility — Delayed rentals. 
19. An expense item of delayed rentals is properly disallowed in fixing 
natural gas rates, p. 260. 


Depreciation, § 66 — Natural gas transmission property. 
20. An allowance of 5 per cent upon transmission property of a natural 
gas utility for annual depreciation was held to be excessive, and an allow- 
ance of 2 per cent was approved, where the allowance of the higher rate 
would result in ratepayers being charged in two years’ time depreciation 
in an amount equal to all of the depreciation found in the property, although 
all of it had been constructed for as much as five years and some of it for 
twenty-five years, p. 260. 

Depreciation, § 27 — Annual allowance — Maintenance. 

21. High maintenance cost means low depreciation and vice versa, since 
depreciation is the loss not restored by current maintenance, p. 261. 
Depreciation, § 26 — Annual charges to reserve — Relation to observable depre- 

ciation. 
22. A distinction is properly made between the amount to be allowed for 
observable depreciation and the amount which should be placed in the de- 
preciation reserve, since in estimating the amounts to be placed in the 
depreciation reserve, the calculations are designed to distribute the loss 
evenly over the estimated service life of the property, p. 262. 
Depreciation, § 32 — Straight-line method. 
23. The straight-line method for computing annual depreciation was ap- 
proved, p. 262. 
Procedure, § 36 — Stare decisis — Commission decisions — Depreciation. 
24. Holdings by regulatory Commissions indicate the trend of thought of 
those trained and experienced in finding and fixing rates for depreciation, 
although the court is not required to follow such findings, p. 263. 
Depreciation, § 66 — Natural gas transportation system. 
25. Facts and circumstances were held not to justify an allowance in excess 
of 3 per cent of the present value of the transportation property of a 
natural gas utility for annual depreciation, p. 263. 
Depreciation, § 66 — Natural gas distribution system. 
26. An allowance of 2 per cent rather than 5 per cent of the depreciable 
property in a natural gas utility’s distribution system to cover annual de- 
preciation was approved, p. 263. 
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Expenses, § 114 — Income tax. 
27. Income taxes, both state and Federal, are proper expense allowances, 
p. 264. e7 
Expenses, § 114 — Income tax — Affiliated companies. ; 
28. A proper allowance should be made for income tax payments, when 
the rate of return would render new consolidated companies subject to the 
payment of income taxes, although the utility under investigation has not 
paid any income taxes for some time, p. 264. 


Expenses, § 114 — Income tax — Ordinance rate case — Operations outside of 
city. 

29. A public utility company should be permitted in confiscation cases to 
charge into operating expenses only that amount of income taxes which 
would be payable after the utility has taken advantage of every deduction 
from gross income allowed by law, as in the case of a utility company 
operating in a city where ordinance rates are contested and also in other 
territory, where losses in one area may be offset against gains in another, 
p. 264. 

Return, § 103 — Natural gas utility — Confiscation. 
30. A return allowance of 6 per cent was approved as nonconfiscatory for 
a natural gas utility, based on production, transmission, and distribution 
property, p. 265. 


Return, § 44 — Reasonableness — Hazards of occupation. 


31. The hazards of the occupation must be considered in arriving at a 
proper rate of return, p. 265. 


Apportionment, § 9 — Expenses — Natural gas — Commodity and demand cost. 


32. Costs incident to the production and transmission of natural gas 
through a pipe-line system to a utility’s consumers, and the gateway of 
the several distribution systems served, should be grouped into commodity 
and demand costs in order to distribute equitably the cost of production 
and transportation of gas among the consumers, p. 266. 
Rates, § 265 — Demand costs — Natural gas. 

33. The fact that a natural gas utility is compelled to maintain its pipe 
lines, together with other facilities and an adequate personnel, throughout 
the entire year should be taken into consideration in determining the town 
border cost of gas, p. 267. 


Expenses, § 138 — Leakage — Natural gas. 
34. An allowance of 10 per cent for leakage of natural gas was made on 
the theory that by the exercise of ordinary care leakage could be held to 
that amount and that the public should not have to pay for leakage in 
excess of that figure, p. 268. 

Apportionment, § 4.1 — Natural gas — Distribution operations — Cost of in- 

dustrial gas. 
35. Distribution operations of a natural gas utility should be charged with 
the cost of industrial gas and the distribution revenue credited with the 
amount received from the sale of such gas, in passing upon ordinance rates 
in a city, p. 269. 
[October 31, 1936.] 


I" JUNCTION against natural gas rates fixed by a city ordinance; 
ordinance rates held to be valid and effective. 
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ARKANSAS-LOUISIANA GAS CO. v. CITY OF TEXARKANA 


AppEARANCES: H. C. Walker, 
Ir. of Shreveport, La, W. H. Ar- 
nold, Jr., and Arnold & Arnold, both 
of Texarkana, Ark., and W. C. Fitz- 
hugh, of Shreveport, La., for plain- 
ff: Willis B. Smith and Ben E. 
Carter, both of Texarkana, Ark., for 
defendants. 


Racon, District Judge: On Octo- 
ber 23, 1933, the original plaintiff, 
Southern Cities Distributing Compa- 
ny, filed an application with the city 
council of Texarkana, Ark., for an 
increase in rates on gas furnished to 
the residents of the city. The rate 
under which gas was being furnished 
was fixed by the city council in 1923, 
and provided for a rate of 50 cents 
per thousand cubic feet on the first 
100,000 cubic feet, or fraction there- 
of, sold in any 30-day period to 
domestic or commercial consumers. 
A rate. of 22 cents per thousand cubic 
feet was provided on gas sold in an 
amount over 100,000 cubic feet. The 
industrial rate provided for a charge 
of 21 cents per thousand cubic feet 
on the first 500,000 cubic feet, and a 
reduction of one cent on each succes- 
sive million in excess of 500,000, 
until the rate was reduced to 17 
cents. The rate schedule provided 
further that bills for monthly con- 
sumption should be subject to a dis- 
count of 10 per cent from the above 
tates if the bill be paid within ten 
days after rendition. 


In 1930, the gas company applied 
for an increase in rates, and after 
hearings were held the gas company 
and the city council agreed upon the 
following rates to domestic and com- 
mercial consumers. 


245 


First Se fh css eisai nouns $1. 
Next 149,000“ * 50 
Excess of 150,000 “ “ 3 

All gas sold for the 50-cent rate 
was subject to a 5 per cent dis- 
count if paid within ten days after 
the bill was rendered, and that sold 
on the 25-cent rate was likewise 
subject to a discount of 2 cents per 
thousand cubic feet. The industrial 
rates were the same for all practi- 
cal purposes in this opinion as the 
1923 schedule. A charge of $1 was 
provided for each connect and dis- 
connect on domestic and commercial 
customers after first installation was 
made for the same customer, ex- 
cept where meter was to be removed 
for company purposes. The resolu- 
tion providing these rates was sub- 
mitted to a vote of the people on a 
petition for a referendum and the res- 
olution was defeated. The gas com- 
pany attempted to enjoin the enforce- 
ment of the 1923 rates, but their ac- 
tion was eventually dismissed by the 
circuit court of appeals. 

On October 23, 1933, the gas com- 
pany applied again for an increase of 
rates and provided for the following 
schedule : 


First 1,000 


Next 2,000 

Next 7,000 

Over 10,000 

A minimum charge of $1.75 for 
each 30-day period should be made to 
each domestic and commercial con- 
sumer connected to the distributing 
system. An additional 10 per cent 
charge over the above rates was to be 
made to each consumer who failed to 
pay his bill within ten days after it 
was rendered. Industrial gas was to 
be served under a special contract, 
mutually agreed upon between the 
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company and customer, and a mini- 
mum charge of $25 per month was to 
be charged to those customers to 
whom the industrial rates applied. 

The city council, after hearings had 
been held, declined to grant the gas 
company’s rate and on December 22, 
1933, passed a resolution ordering the 
gas company to proceed under the fol- 
lowing rates: 


ree OO Cit FE. osivc kc cvcesednscdece $ .50 
Over 100,000 “ “ 22 


A 10 per cent discount applying on 
monthly accounts for service ren- 
dered at any individual installation 
where services rendered are paid at 
the company’s office on or before ten 
days following the date of bill. It 
provided practically the same rates for 
industrial gas as the 1923 schedule. 
The council further reserved the right 
to consider reductions at subsequent 
hearings. 


On February 12, 1934, the coun- 
cil made another order further re- 
ducing the rates to 45 cents on the 
first 100,000 cubic feet, and provid- 
ing for a discount of 5 cents per 
thousand cubic feet on bills carry- 


ing the 45-cent rate. This reso- 
lution concluded as follows: “Ex- 
cept as herein modified, the order em- 
bodied in the Resolution of December 
22, 1933, shall remain in full force 
and effect.”” I have enumerated only 
the rates in the different applications 
of the company and council resolu- 
tions which I have deemed pertinent 
to the issues involved, and the short 
resolution of February 13, 1934, had 
only the effect of amending the reso- 
lution of December 22, 1933, on the 
first 100,000 cubic feet of gas fur- 
nished. 

The plaintiff then filed its bill, ask- 
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ing that the city council be enjoined 
from enforcing the rates embodied in 
the resolutions of December 22, 1933, 
and February 13, 1934, and enjoined 
from interfering with the plaintiff in 
charging the schedule of rates set 
forth in their application of October 
22, 1933. A temporary injunction 
was granted on February 16th in the 
terms of plaintiff's bill. 

All of the stock, excepting qualify- 
ing directors’ shares, in the original 
plaintiff corporation, Southern Cities 
Distributing Company, the Arkansas- 
Louisiana Pipe Line Company, and 
the Reserve Natural Gas Company, 
was, at the time of the institution of 
this litigation, owned by the Arkansas 
Natural Gas Corporation, which was 
in turn controlled and dominated by 
the H. L. Doherty interests in the city 
of New York. During November, 
1934, the first three named corpora- 
tions were merged under the name of 
Arkansas-Louisiana Gas Company; 
the new company was substituted as 
plaintiff. The original plaintiff cor- 
poration bought the gas which it dis- 
tributed to its customers in the city of 
Texarkana from its affiliates, the Ar- 
kansas-Louisiana Pipe Line Company, 
and the Reserve Natural Gas Company, 
which were operated as a unit, paying 
for the gas it distributed to its domes- 
tic consumers 39 cents per thousand 
cubic feet, making special contracts 
with its industrial consumers, paying 
the operating companies 3 cents less per 
thousand cubic feet than it received 
from industrial customers. The Ar- 
kansas Natural Gas Corporation was 
also fiscal agent for its subsidiaries, 
receiving and disbursing all, or at least 
the major portion, of all funds of all 
companies. 
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Before going to the issues, a brief 
discussion of the statutes of Arkansas, 
authorizing the city council to fix 
rates, will not be amiss, since there is 
some diversity of opinion as to the 
weight which should be given to the 
council’s action. In 1921 the Arkan- 
sas legislature passed Act No. 124, 
p. 177, which gave exclusive jurisdic- 
tion to the city council of municipali- 
ties to fix, or modify, gas rates within 
the municipalities. This act provides 
the procedure to be followed in rate 
legislation by the city council. It pro- 
vided for initiation of rate schedules 
by either the gas company, or the 
council, and that a hearing should be 
held and upon these hearings a rate 
should be determined. It required the 
utility to furnish, upon order of the 
council, all reports, rates, classifica- 
tions, rules, or other practices in force 
at any time and to furnish for the 


purpose of examination and investiga- 
tion all books, records, and other in- 
formation as to any matter pertaining 
to its business or organization. It 
also requires the utility to furnish 
from time to time verified itemized 


and detailed inventories and valua- 
tions of any or all its property. The 
act sets out a full and complete pro- 
cedure for the council to follow in es- 
tablishing or modifying rate schedules. 

On March 3, 1933, a statute be- 
came effective (Acts 1933, p. 203, No. 
72) providing for the creation of a 
fact-finding tribunal for a period of 
four years. Section 2 of the act gave 
to the tribunal the power to investi- 
gate and make a finding of all facts 
entering into or forming the basis of 
tates charged by any public utility, 
whether operating under a franchise 
or indeterminate permit. Such in- 
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vestigation and finding of facts-are to 
be made at the instance of any city 
council, utility company, or of the 
Corporation Commission. Section 5 
of the act stated the purposes for 
which the tribunal was created and re- 
citing that the cities and towns were 
financially unable to ascertain and de- 
velop facts upon which rates might 
be determined. Act No. 174, p. 471, 
of the Acts of 1935, declares the 
meaning of Act No. 72 of the Acts 
of 1933 by making the findings of the 
tribunal the sole record upon which 
the council or courts could act in fix- 
ing a rate. 

Under the Act of 1921, the city 
council was made a rate-regulating 
body by the state legislature. The 
fact-finding tribunal was created for 
the purpose of assisting the city coun- 
cil, if the council or the utility called 
upon them. Its creation neither took 
away nor added to the authority of 
the city council, except to lend itself 
as an agency in developing facts when 
called upon to do so. Although the 
fact-finding tribunal was in existence, 
neither party to this action called up- 
on it to assist in finding the facts up- 
on which rates might be determined. 
The hearings before the city council 
proceeded over a period of several 
days, both sides being represented by 
able counsel, and several hundred 
pages of testimony was produced and 
among the witnesses before the coun- 
cil appeared for both sides some of 
the ablest experts in the country. The 
council, through a questionnaire, pro- 
cured various data as to the compa- 
ny’s affairs. I find from arguments 
of counsel that the principal witnesses 
before the master were also the prin- 
cipal witnesses before the council. 
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[1, 2] After giving several weeks’ 
consideration to the plaintiff’s appli- 
cation, the city council passed a reso- 
lution embodying a finding of facts 
which have been made a part of the 
record. These findings of facts in 
their thoroughness of detail and or- 
derliness of conclusions disclose a con- 
sideration in rate structures not usual- 
ly found in the deliberations of city 
councils. These findings, in the very 
nature of such cases, have an eviden- 
tial value in determining whether or 
not the city council, as triers of fact, 
acted unreasonably and arbitrarily. 
Of course, in fixing the standard of 
their evidential value, consideration 
must be given to their experience or 
lack of experience as triers of fact 
in such cases. Under these circum- 
stances, I can but give to the findings 
of fact embodied in the resolution by 
the city council upon which they de- 


termined the gas rate in question, a 
consideration of the same force and 
effect as if made by the fact-finding 
tribunal, or any other rate-fixing Com- 


mission set up by a state. This does 
not mean that they are accepted by 
the court as the sole record upon 
which the court will act in determin- 
ing the issues in this case, but they 
may be accepted as a factor in deter- 
mining the question of confiscation. 
It seems to me that the master, en- 
couraged by counsel for plaintiff, and 
in some instances by counsel for de- 
fendant, in dealing with the issues of 
this case, has fallen into the tempt- 
ing error of permitting his delibera- 
tions to follow a legislative, rather 
than a judicial, trend in reaching his 
conclusions. Since the conclusion of 
the final arguments, both parties have 
filed briefs presenting opposing views 
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as to the duties of the court in re. 
viewing the rates fixed by an author. 
ized Commission and the master has 
likewise filed a supplement report, 
largely argumentative, on the same 
point. I do not find in the authorities 
on this point such a variance as would 
justify any confusion. In fact, the 
zones in which the legislative and ju- 
dicial bodies are free to exercise their 
respective jurisdictions have time and 
again been clearly defined by the Su- 
preme Court of the United States and 
inferior Federal courts. 

The master found (§ 44): “So 
that it will be seen that while it is ab- 
solutely necessary to determine the 
cost of gas delivered at the city gates, 
the purpose is not to dictate the price 
at which the pipe-line company shall 
sell its gas, but it is done for the sole 
purpose of ascertaining what the dis- 
tributing company shall be permitted 
to charge into its expense account for 
gas purchases, and, further, while it 
may be necessary to find what rates 
the distributing company should have 
fixed to avoid confiscation, this find- 
ing is for the purpose of comparison 
of the rates fixed by the city, in order 
to ascertain whether the latter are 
confiscatory. When this general find- 
ing on the issue of confiscation is 
made, the power and duty of the court 
ceases.” 

[3, 4] The master, in this declara- 
tion, apparently set up a schedule of 
what he considered reasonable rates 
to be charged by the distributing com- 
pany in selling its gas, and then in- 
voked a comparison between the re- 
sults and the city rates to be deter- 
mined whether or not the latter were 
confiscatory. Section 44, Master's 
Report. This is exactly what the 
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courts caution us not to do. This 
method means the substitution of the 
court’s judgment for that of the rate- 
making body. ‘The court is not to set 
up a reasonable rate, but is to pass 
upon whether the rate ordained by 
the city council is so unreasonably low 
as to amount to confiscation. It may 
be said this is a distinction without a 
difference, but I do not so regard it, 
because a “reasonable rate” is a vari- 
able term depending upon many dif- 
ferent factors. A rate of return on 
valuation may be reasonable in one 
instance and unreasonable in another, 
or differences in purchasing power 
and other economic conditions, sub- 
ject to change, are illustrations of the 
variableness of the term. So the 
courts are unanimous in holding that 
it is within the province alone of the 
legislative body to say what shall con- 
stitute a reasonable rate and strongly 
caution against an invasion of this 
province by the court. 


A rate, from a legislative stand- 
point, may be unreasonably low, and 
yet be a reasonable rate from a judi- 


cial viewpoint. The authorities seem 
to recognize a marked distinction be- 
tween a rate which is not confiscatory 
in its character and a rate which is 
fair from an economical and commer- 
cial sense. Under these authorities a 
rate of return may be all-sufficient to 
meet the demands of the Fourteenth 
Amendment of the Constitution of 
the United States and at the same 
time fail to encourage and justify the 
operation of a utility business with 
that degree of service to which the 
public is entitled. The first is a ju- 
dicial question, while the second is 
essentially legislative. Banton v. Belt 


Line R. Corp. (1925) 268 U. S. 413- 


422, 69 L. ed. 1020, P.U.R.1926A, 
317, 45 S. Ct. 534; Idaho Power Co. 
v. Thompson, 19 F. (2d) 547, 
P.U.R.1927D, 388; Monroe Gas 
Light & Fuel Co. v. Michigan Pub. 
Utilities Commission, 292 Fed. 139, 
P.U.R.1923E, 661; Prentis v. Atlan- 
tic Coast Line Co. (1908) 211 U. S. 
210, 53 L. ed. 150, 29 S. Ct. 67; 
Keller v. Potomac Electric Power Co. 
(1923) 261 U. S. 428, 67 L. ed. 731, 
43 S. Ct. 445; Reagan v. Farmers 
Loan & Trust Co. (1894) 154 U. S. 
362, 38 L. ed. 1014, 14 S. Ct. 1047; 
Columbus Gas & Fuel Co. v. Public 
Utilities Commission, 127 Ohio St. 
109, P.U.R.1933D, 238, 187 N. E. 7. 

In Dayton Power & Light Co. v. 
Ohio Pub. Utilities Commission 
(1934) 292 U.S. 290, 78 L. ed. 1267, 
3 P.U.R.(N.S.) 279, 293, 54 S. Ct. 
647, the court said: “. . . the 
omission to make it does not appear 
to have been so unreasonable or arbi- 
trary as to overleap discretion and 
reach the zone of confiscation. ‘It is 
necessary again, in this relation, to 
distinguish between the legislative and 
judicial functions.’ Much 
that the framers of a schedule are at 
liberty to do, this court in the exer- 
cise of its supervisory jurisdiction 
may not require them to do.” 

In Banton v. Belt Line R. Corp. 
supra, at p. 325 of P.U.R.1926A, 
Justice Butler said: “A Commission 
or other legislative body, in its discre- 
tion, may determine to be reasonable 
and just a rate that is substantially 
higher than one merely sufficient to 
justify a judicial finding in a confis- 
cation case that it is high enough to 
yield a just and reasonable return on 
the value of the property used to per- 
form the service covered by the rate. 
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The mere fact that a rate is noncon- 
fiscatory does not indicate that it must 
be deemed to be just and reasonable. 
It is well known that rates substan- 
tially higher than the line between va- 
lidity and unconstitutionality proper- 
ly may be deemed to be just and rea- 
sonable, and not excessive or extor- 
tionate.” 

So I may conclude that a reason- 
able rate for the purpose of this case 
carries a double meaning, one a leg- 
islative and the other a judicial, and 
the latter is the only one to give con- 
cern in this instance. The sphere 
in which a court may proceed is much 
more limited than that in which the 
legislature may act, and, therefore, to 
fix merely a nonconfiscatory rate by a 
compafison with a reasonable rate as 
fixed by a legislative body is illogical. 

[5, 6] It is the function of the 
state of Arkansas, acting through its 


properly delegated agent, the city 
council, to say what gas rates should 


obtain in Texarkana, Ark. These 
rates may be fixed too high or too 
low, and it is still a legislative func- 
tion not subject to molestation unless 
they are fixed so unreasonably low as 
to result in the taking of private prop- 
erty for a public use without just com- 
pensation. In such case, resort may 
then be had to the court, which, act- 
ing upon its own independent judg- 
ment of the law and the facts, deter- 
mines whether the rate-making body 
unreasonably fixed the rates so low as 
to amount to confiscation. The courts 
have not given a too clearly defined 
meaning of “due process,” but adding 
to the more or less abstractions in the 
foregoing statements, a rate which is 
so low as not to enable the company 
to pay legitimate expenses and real- 
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ize a fair return on the reasonable 
value of its property, is a rate which 
is confiscatory. As stated before, the 
court has no power to substitute its 
own judgment of what is reasonable 
in place of the city council, and it will 
only invalidate the ordinance of the 
council when it is convincingly shown 
to be confiscatory. The rule is fairly 
stated in the case of Willcox v. Con- 
solidated Gas Co. (1909) 212 U.S. 
19, 41, 53 L. ed. 382, 29 S. Ct. 192, 
195, 48 L.R.A.(N.S.) 1134, 15 Ann. 
Cas. 1034: “The question arising is 
as to the validity of the acts limiting 
the rates for gas to the prices therein 
stated. The rule by which to deter- 
mine the question is pretty well estab- 
lished in this court. The rates must 
be plainly unreasonable to the extent 
that their enforcement would be 
equivalent to the taking of property 
for public use without such compen- 
sation as, under the circumstances, is 
just both to the owner and the pub- 
lic.” 

Again it was said in the case of San 
Diego Land & Town Co. v. National 
City (1899) 174 U. S. 739, 753, 43 
L. ed. 1154, 19 S. Ct. 804, 810: 

“Tt is equally clear that this power 
could not be exercised arbitrarily, and 
without reference to what was just 
and reasonable as between the public 
and those who appropriated water and 
supplied it for general use; for the 
state cannot by any of its agencies, 
legislative, executive, or judicial, 
withhold from the owners of private 
property just compensation for its use. 
That would be a deprivation of prop- 
erty without due process of law. . . . 
But it should also be remembered that 
the judiciary ought not to interfere 
with the collection of rates established 
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under legislative sanction, unless they 
are so plainly and palpably unreason- 
able as to make their enforcement 
equivalent to the taking of property 
for public use without such compen- 
sation, as, under all the circumstances, 
is just, both to the owner and to the 
public. 

“In view of these principles, can it 
be said that the rates in question are 
so unreasonable as to call for judicial 
interference in behalf of the appel- 
lant? Such a question is always an 
embarrassing one to a judicial tribu- 
nal, because it is primarily for the de- 
termination of the legislature or of 
some public agency designated by it. 
But when it is alleged that a state en- 
actment invades or destroys rights se- 
cured by the Constitution of the Unit- 
ed States, a judicial question arises, 
and the courts, Federal and state, 
must meet the issue, taking care al- 


ways not to entrench upon the author- 
ity belonging to a different depart- 
ment, nor to disregard a statute, un- 
less it be unmistakably repugnant to 
the fundamental law.” 


Minnesota Rate Cases (1913) 230 
U.S. $52, S7 LL. ed. IS11, 33 S. C. 
729, 48 L.R.A.(N.S.) 1151, Ann. 
Cas. 1916A, 18; Georgia R. & Power 
Co. v. Georgia R. Commission, 262 
U. S. 625, 67 L. ed. 1144, P.U.R. 
1923D, 1, 43 S. Ct. 680; Louisiana 
R. Commission v. Cumberland 
Teleph. & Teleg. Co. (1909) 212 U. 
S. 414, 53 L. ed. 577, 29 S. Ct. 357; 
Cedar Rapids Gas Light Co. v. Cedar 
Rapids (1912) 223 U. S. 655, 56 L. 
ed. 594, 32 S. Ct. 389; People ex rel. 
New York & Q. Gas Co. v. McCall 
(1917) 245 U. S. 345, 62 L. ed. 337, 
P.U.R.1918A, 792, 38 S. Ct. 122; 
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Dayton Power & Light Co. v. Ohio 
Pub. Utilities Commission, supra. 

[7] The issue then is, not what 
rate the distributing company should 
charge nor what rate the city council 
should fix, nor still a rate which, in 
the opinion of the court, might be rea- 
sonable, but was the rate fixed by the 
state of Arkansas, acting through the 
city council of Texarkana, Ark., so 
low as to be in effect confiscatory ; 
and this issue is to be determined by 
the court upon its own independent 
judgment of the law and the facts. 
Ohio Valley Water Co. v. Ben Avon, 
253 U. S. 287, 64 L. ed. 908, P.U.R. 
1920E, 814, 40 S. Ct. 527; Crowell 
v. Benson (1932) 285 U. S. 22, 76 
L. ed. 598, 52 S. Ct. 285; Bluefield 
Water Case, 262 U. S. 679, 67 L. ed. 
1176, P.U.R.1923D, 11, 43 S. Ct. 
675; Denver Union Stock Yard Co. 
v. United States, 57 F. (2d) 735. 
P.U.R.1932C, 225. As aptly stated 
by the masters in considering the 
facts, the courts are bound by all ap- 
plicable rules of evidence, including 
those requiring the quantum of proof 
necessary to establish confiscation. 

[8] With the issue defined, the next 
question logically presenting itself has 
to do with the weight that should be 
given by the court to the rate resolu- 
tion in issue. The authorities are 
without dissent in declaring that the 
rates carry a presumption that they 
are not confiscatory. The rates, ac- 
cording to the authorities, must be 
regarded as prima facie just, fair, and 
valid. On this point I find a clear 
statement of what I conceive to be 
the rule, announced by a three-judge 
court in Louisville & N. R. Co. v. Ala- 
bama R. Commission (1913) 208 
Fed. 35, 41: 
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“In deciding the question whether 
or not an order made by authority of 
the state, fixing rates, is confiscatory, 
the inferior courts, as to the measure 
of proof, are guided by well-settled 
rules, binding on them because an- 
nounced by the Supreme Court. One 
of those rules is that the rate fixed by 
legislative authority is prima facie 
fair and just. The rate having been 
fixed by a Commission vested with 
legal authority, the presumption must 
be indulged at the outset that it is rea- 
sonable and not violative of constitu- 
tional rights. The burden of proof is 
placed on the plaintiff to show that 
the case is one calling for judicial in- 
terference with the authorized action 
of the local authorities. Louisiana R. 
Commission v. Cumberland Teleph. & 
Teleg. Co. (1909) 212 U. S. 414, 53 
L. ed. 577, 29 S. Ct. 357; Minneapo- 
lis & St. L. R. Co. v. Minnesota ex 
rel. R. & Warehouse Commission 
(1902) 186 U. S. 257, 264, 46 L. ed. 
1151, 22 S. Ct. 900. Another rule 
for our guidance is that the burden 
of proof is not only placed on the 
plaintiff, but that the plaintiff is re- 
quired to do more than offer a mere 
preponderance of evidence. The ju- 
diciary is not permitted to interfere 
with the rates established by legisla- 
tive authority unless it is made to ap- 
pear clearly and beyond reasonable 
doubt that they are unreasonable and 
that their enforcement would be 
equivalent to the taking of property 
for public use without just compen- 
sation. If the evidence offered leaves 
the court in doubt, if it is not clear, 
satisfactory, and convincing, the rate 
fixed by state authority should not be 
enjoined. San Diego Land & Town 
Co. v. National City (1899) 174 U. 
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S. 739, 754, 43 L. ed. 1154, 19 S. ¢& 
804; St. Louis & S. F. R. Co. v. Gill 
(1895) 156 U. S. 649, 666, 39 L. ed, 
567, 15 S. Ct. 484. So stringent are 
these rules against the interference 
with the action of the local authori- 
ties in fixing rates that it has been 
said that the court should not enjoin 
a rate unless it can hold ‘that it was 
impossible for a fair-minded board to 
come to the result which was reached.’ 
Knoxville v. Knoxville Water Co. 
(31909) 212 U.S. 1, 17, dodo el 
371, 29 S. Ct. 148, 153.” 

Louisiana R. Commission v. Cum- 
berland Teleph. & Teleg. Co. supra; 
Minneapolis & St. L. R. Co. v. Min- 
nesota ex rel. R. & Warehouse Com- 
mission, supra. 

The plaintiff, however, insists that 
if a presumption should be thus in- 
dulged as to the ordinance of the city 
council, it should be a slight presump- 
tion. At various places in their writ- 
ten arguments and at numerous times 
in their oral arguments, counsel for 
plaintiff has taken occasion to call the 
court’s attention to the nonexpert 
character of the personnel of the 
council, apparently expecting _ the 
court would take notice of this fact 
and give it consideration. The court 
might very well take judicial notice 
that the people do not ordinarily elect 
rate experts to the position of city al- 
derman. The council usually repre- 
sents a fair cross-section of the pro- 
fessional, business, and laboring men 
of the community. In this case, they 
sat as triers of facts, and before them 
some of the most skilled accountants 
and rate experts in the country ap- 
peared. According to the retord, a 
consideration of rates for the city 
spread over weeks, and while com- 
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ment has already been made upon 
their experience as rate makers, yet 
their experience outside the zone of 
their official position might amply 
qualify them as triers of facts ad- 
duced from the testimony of experts, 
particularly with reference to the im- 
portant factors of valuations, return, 
and depreciation. 

The city council in promulgating 
the rates in issue was exercising a 
function delegated to it by the high- 
est legislative authority in the state, 
and its fact-finding resolution and rate 
ordinance are both in the record and 
speak for themselves in reflecting the 
extent and thoroughness of the study 
and investigation made and the results 
thereof. 

[9] The master discusses the bur- 
den of proof, and his holdings on this 
question coincide with the views of 
the court. 

“To establish confiscation consider- 
ably more than a preponderance of 
the evidence is required. The quan- 
tum necessary is variously described 
in the decisions of the Supreme Court 
as ‘clear and satisfactory,’ ‘clear and 
convincing,’ ‘With the clarity and def- 
initeness befitting the cause.’ Confis- 
cation must be ‘clearly established,’ 
‘the power ought to be exercised only 
in the clearest cases.’ ‘It must be of 
such commanding quality as to apply 
coercion to the mind of the court and 
exclude every choice but one.’ ‘Be- 
yond all doubt, etc.’ ” 

To quote some of the authorities: 

". upon the whole, we do not 
feel warranted, by all that appears in 
this record, in declaring invalid an act 
of the legislature of Arkansas, which 
on its face appears to be a legitimate 
exercise of power, and which has not 
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been shown, by clear and satisfactory 
evidence, to operate unjustly and un- 
reasonably, in a constitutional sense, 
against the plaintiff in error.” St. 
Louis & S. F. R. Co. v. Gill, supra, 
at p. 666 of 156 U. S.; United Fuel 
Gas Co. v. Kentucky R. Commission, 
278 U. S. 300, 73 L. ed. 390, 398, 
P.U.R.1929A, 433, 49 S. Ct. 150; 
Los Angeles Gas & E. Corp. v. Cali- 
fornia R. Commission, 289 U. S. 287, 
77 L. ed. 1180, P.U.R.1933C, 229, 53 
S. Ct. 637. 

“Indeed, the truth becomes obvi- 
ous when one reads the testimony as 
a whole that the prices upon sales were 
playing a subordinate rdle, and that 
the ultimate appraisal was a forecast 
of productive power. Granting even 
that the testimony had an evidential 
value, it had that and nothing more. 
It had no such commanding quality 
as to apply coercion to the judgment 
of the appointed triers of the facts, 
and exclude every choice but one.” 
Dayton Power & Light Co. v. Ohio 
Pub. Utilities Commission, supra, at 
p. 288 of 3 P.U.R.(N.S.). 

2 the burden of proof is up- 


on the party adverse to the Commis- 
sion to show, by clear and satisfac- 
tory evidence, that the determination, 
requirement, direction, or order of the 
Commission complained of, is inade- 
quate, unreasonable, or unlawful, as 


the case may be.” Keller v. Potomac 
Electric Power Co. (1923) 261 U. S. 
428, 440, 67 L. ed. 731, 43 S. Ct. 445. 

In San Diego Land & Town Co. v. 
National City (1899) 174 U. S. 739, 
754, 43 L. ed. 1154, 19 S. Ct. 804, 
810, the court held the case should be 
made out clearly and beyond all doubt 
in order to compel the court to con- 
clude that the rate was confiscatory : 
17 P.U.R.(N.S.) 
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“. . unless the case presents, clear- 
ly and beyond all doubt, such a fla- 
grant attack upon the rights of prop- 
erty, under the guise of regulations, 
as to compel the court to say that the 
rates prescribed will necessarily have 
the effect to deny just compensation 
for private property taken for the 
public use.” 

In Knoxville v. Knoxville Water 
Co. supra, it was said by the court 
that a rate should not be enjoined un- 
less the court can hold that it was im- 
possible for a fair-minded board to 
come to the result that was reached. 
These rules are not mere cautionary 
phrases, but are intended to mark the 
limits of judicial interference. Louis- 
ville & N. R. Co. v. Alabama R. Com- 
mission, supra. 

Thus, it will be seen that an ex- 
tremely heavy burden rests upon the 
gas company to show the rates or- 
dained by the city council were con- 
fiscatory. This heavy burden not only 
goes to the whole case, but it applies 
also to each disputed point involved. 

One great difficulty in this case is 
the absence of any historical evidence, 
and the cost of acquisition on the 
books of the present company can 
hardly be relied upon in every partic- 
ular as a proper basis for finding pres- 
ent fair value. The master in estab- 
lishing a rate base has considered the 
value of plaintiff's property as deter- 
mined by the costs of reproduction 
new at the time of inquiry, less ac- 
crued depreciation. To establish this, 
reliance must be had upon opinions 
given by expert engineers, and ac- 
countants, and necessarily this is not 
always satisfactory. While not sat- 
isfactory, cases of this kind in the 
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very nature of the issues require a 
considerable volume of opinion eyi- 
dence and the results depend upon the 
weight accredited to such testimony, 

In analyzing the rate base found 
by the master, I shall follow the items 
as he has them listed in his report for 
the convenience of all concerned, 
since they are based on a very orderly 
arrangement of requests filed by the 
plaintiff and counsel for both sides 
have grown accustomed to this order 
of study. 

The master first ascertained the 
valuations of the production property 
and the transmission property. He 
found a rate base of the production 
and transmission properties, calculat- 
ed upon a reproduction cost new of 
$31,879,350, and a present value of 
$28,217,684, representing a 10 per 
cent reduction from the reproduction 
cost new for accrued depreciation. 
The plaintiff had contended for a val- 
uation based on reproduction cost new 
of $37,677,547 and a present value of 
$35,041,826. The company listed the 
value of this property on their books 
at $33,659,162, but insist that this is 
not a correct valuation for the present 
purpose. The city council made a 
finding as to the rate base on these 
properties, amounting to $27,334, 
274.28. This, it will be seen, consti- 
tutes a negligible difference between 
the findings of the master and the city 
council, amounting, in fact, to only 
$883,409.72. The master allowed one 
item of going concern value of $1,- 
825,000 which was not allowed by the 
city council as a separate item. If 
this amount be deducted from the to- 
tal valuation found by the master, the 
council’s valuation exceeds that of the 
master by $941,590.28. 
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Going Concern Value 

[10] A going concern value is 
generally recognized by the authorities 
as a proper allowance in a rate base, 
but the proof of the same is subject 
to the same general rules of evidence 
as any other item. While its presence 
is recognized, its value must be proven 
and the heavy burden of so doing is 
upon the plaintiff. In attempting to 
allow for a going concern value as a 
separate item, it is found to be elusive 
because of confusing it with items al- 
ready charged. Rate-making Com- 
missions sometimes consider the 
“bare-bones” value of the property 
and add a going concern value as a 
separate item, and sometimes charge 
it in with other items of cost and ex- 
penses and make no separate allow- 
ance. 

In the Dayton Case, supra, at p. 
292 of 3 P.U.R.(N.S.), the court 
said: “The Commission was of opin- 
ion that there was here no constituent 
of property that called for separate 
appraisal apart from the recognition 
that had been given it as a contribu- 
tory factor in other elements of val- 
ue.” 

The city council found that the 
larger part of the property of the 
plaintiff was not of the character for 
which a going value could be allowed 
because the greater portion of the 
transmission plant had been construct- 
ed after contracts for gas delivery had 
been made and that other elements of 
going concern contended for by the 
company had been allowed by the city 
council in other items of cost and ex- 
pense. Was the omission of the city 
council, in allowing a going concern 
value, an act so unreasonable and ar- 
bitrary as to overleap discretion and 
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reach the zone of confiscation as held 
in the Dayton Case? The master, it 
seems to me, answers this question in 
§§ 107 to 112, inclusive, in his report. 

“107. I arrive at the following 
conclusions as to the principles there 
announced. (1) Where, by reason of 
the principal portion of the sales being 
made to affiliates and the success of 
the enterprise is therefore ‘instant and 
continuous,’ the utility is not entitled 
to add hypothetical costs of attaching 
business to its going value. (2) That 
theoretical estimates of the cost of at- 
taching new customers is condemned. 
(3) That, as far as such expenses had 
been actually incurred by an affiliated 
company (the only parts of the sys- 
tem that would incur these expenses, 
except, perhaps, industrial contracts 
outside of municipalities secured di- 
rectly by the pipe line company), they 
have presumptively already been in- 


cluded in the costs of operation and 


returned through former rates. (4) 
That the burden of building up pat- 
ronage is negligible where there is 
little competition with any other pro- 
ducer or with other kinds of fuel. (5) 
That the rejection of opinions derived 
from a professed experience and un- 
derstanding of business conditions 
generally and based to a very small 
extent on the ‘history and circumstan- 
ces of the particular enterprise’ is not 
beyond the discretion of the court.” 

First proposition, supra: 

“108. Here, at least as to the 60 
per cent of plaintiff’s properties con- 
structed in 1928, the testimony shows 
that it was constructed for the express 
purpose of supplying business already 
secured and attached (see excerpt 
from Hamilton’s testimony, supra) 
and hence its success was ‘instant and 
17 P.U.R.(N.S.) 
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continuous.’ As to the other 40 per 
cent we have no history.” 

Second proposition, supra: 

“109. Here the entire calculations 
as to cost of attaching new customers 
is hypothetical, and, being so, is con- 
demned by the above authority.” 

Third proposition, supra: 

“110. Outside of the securing of a 
few major contracts for industrial 
consumers outside of cities and town, 
all expenses for securing customers 
and developing business has been in- 
curred by the distributing units, and 
have presumably been long since 
charged into operating expenses and 
recouped under past rates.” 

Fourth proposition, supra: 

“171. Plaintiff has a monopoly in 
the field served by it. The consumer 
that desires to use gas can go nowhere 
else for it. While it is true that it is 
in competition with other fuels, espe- 
cially cheap fuels that might be used 
by industries, yet the convenience and 
cheapness of the commodity speak for 
themselves and no particular campaign 
is necessary to promote the use of gas. 
Customers usually decide these mat- 
ters for themselves without solicita- 
tion or propaganda.” 

Fifth proposition, supra: 

“112. Here the ‘Build-up’ by en- 
gineers for both parties is based on a 
‘professed experience and understand- 
ing of business conditions generally,’ 
coupled, as said by plaintiff’s witness- 
es, with a study of plants similarly sit- 
uated. The entire rejection of all 
these estimates would not be error un- 
der the above authority.” 

The master then concludes, in § 114 
of his report, as follows: ‘From the 
above discussion this item might be 
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altogether rejected as not having been 
sufficiently proven.” 

I have heard the arguments of 
counsel on this point, read the testi- 
mony, and studied the exhibits, and 
am left sharing the doubts manifested 
by the master. If the plaintiff fails to 
establish this item by convincing evi- 
dence, the item should not be consid- 
ered. 

The master made the allowance on 
the testimony of engineers for the 
city. However, I have searched 
briefs and testimony in vain for an 
intimation that the engineers, in their 
testimony fixing the amount allowed 
by the master, took into consideration, 
in their calculations of the constitu- 
ents of this amount, the fact the plant 
had a 60 per cent hook-up of custom- 
ers instant and continuous. 

Plainly, it occurs to me, the find- 
ing of the city council as to the rate 
base for the production and transmis- 
sion property was reasonable and 
should be sustained. In order to fol- 
low the clear and distinct outline set 
up by the master in the rate-base table 
set out on pages 85 and 86 of his re- 
port, I am reducing his allowance for 
going concern value to $941,590.28. 
This will bring his findings to the 
amount which the city found. In al- 
lowing this item, the court is not mo- 
tivated so much by a desire to allow 
a going concern value under the tes- 
timony, as he is to retain orderly pro- 
cedure set up by the master and effect 
a balance between his findings and 
those of the council. It may be con- 
tended that the effect of this arrange- 
ment would be to add $941,590.28 to 
the city’s findings, but such are not the 
intentions of the court, since this is 
an independent investigation. I am 


256 





ARKANSAS-LOUISIANA GAS CO. v. CITY OF TEXARKANA 


sustaining the master in all other re- 
spects in his findings on the rate base. 
The rate base, therefore, of the pro- 
duction and transmission properties 
will be $27,334,274.28. 

[11] The company asked a rate 
base on the distributing plant’s prop- 
erty of $381,229.52, present value, 
and the master allowed $338,473.15. 
The city council allowed a rate base on 
this property of $321,725, or a differ- 
ence of $16,000 between the allow- 
ance of the master and the city. This 
difference is affected again by the al- 
lowance of $33,000 going concern 
value by the master which was refused 
by the council on the ground that no 
separate allowance could be made for 
this item since it has been considered 
in the valuations of other items. The 
master made an allowance of $4,910 
for legal and administrative expenses 
when the company only asked for $3,- 
060.65, on the theory that the city’s 
testimony showed this amount. It 
seems to me the company’s figures on 
this item should have been accepted 
because in a business enterprise no 
larger than this distributing plant, the 
company would be in a better position 
to know what these expenses should 
be than any one else. Accordingly, 
for the reasons heretofore set forth 
in considering the rate base for the 
production and transmission proper- 
ties, the going concern value of the 
distributing property will be reduced 
after the reduction is made in the 
itm of legal and administrative ex- 
pense, to such amount as will balance 
with the $321,725 rate base found by 
the city council. 


Expenses 


[12] The master, in arriving at the 
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proper allowance for expenses, has 
used a 4-year average based upon the 
plaintiff's actual expense for the years 
of 1930 to 1933, both inclusive. In 
view of the great variance in the ex- 
penses and earnings, due to the in- 
fluence of the depression, I think it is 
proper to use the average expenses as 
the master did. 

The master found that the plain- 
tiff’s average annual expenses for the 
four years, exclusive of cost of gas 
purchased, depreciation, depletion, 
amortization of the cost of producing 
leases, and the amortization of costs 
incident to the development of leases, 
abandoned leases, drilling dry holes, 
geological scouting, etc., were: Op- 
eration, maintenance, severance taxes, 
and royalties, $110,597.10; general 
expenses, $167,916.29; taxes, $355,- 
430.97; transmission lines expense, 
$420,488.84; compressor station ex- 
pense, $193,050.75. With the excep- 
tion of the item of general expense, 
both parties agree that the foregoing 
items are proper allowances. 


General Expense 


[13] Included by the master in 
general expense of $167,916.29 are 
two items aggregating $33,926.46, to 
the allowance of which by the master 
the city excepted. One of the items 
amounts to $2,593.79, referred to as 
“Employees’ Subscription Plan Bon- 
us.”” The record is so indefinite with 
respect to the use and benefit of this 
item, it should not, in my opinion, be 
treated as an item of operating ex- 
pense. 

[14] The other item amounting to 
$31,332.67 is referred to as “New 
York Administrative Expense.” This 
is an amount paid by the plaintiff to 
17 P.U.R.(N.S.) 
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H. L. Doherty & Co. and might be 
classed 'as a management fee. H. L. 
Doherty & Co. is an affiliate of the 
plaintiff. Concerning this item the 
master states: “There is testimony 
in the record that all these affiliated 
companies have contracts with H. L. 
Doherty & Company of New York to 
furnish engineering and other advice 
and supervision from its experts 
whenever required, for which service 
certain percentages of return are paid. 
No particular effort is made to show 
that the prices charged for this serv- 
ice are exorbitant, or that plaintiff 
does not receive value for this pay- 
ment.” 

Again, the master falls into the er- 
ror of reversing the order as to the 
burden of proof when he states “no 
particular effort is made to show that 
the prices charged for this service 
are exorbitant, or that plaintiff does 
not receive value for this payment.” 
The burden rested heavily upon the 
plaintiff to show that this was a serv- 
ice of value to the company and not 
in the nature of extra or additional 
dividends arising out of the relation 
of H. L. Doherty & Co. to the affil- 
iated companies. The pipe-line com- 
panies were controlled by the Arkan- 
sas Natural Gas Corporation, the 
common stock of which was con- 
trolled by the City Service Company, 
a Doherty organization. Aside from 
the terms of the contract, I am unable 
to find in the voluminous record any 
substantial testimony as to the cost 
of this engineering service, or of the 
value of it to the company. While 
this service has been recognized by 
the authorities as a proper allowance 
for operating expenses, yet there 
must be substantial evidence that the 
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service called for in such contracts 
have a value to the company commen- 
surate with the price paid and that 
such price is fair and does not exceed 
the actual cost of rendering the sery- 
ice. Smith v. Illinois Bell Teleph. 
Co. (1930) 282 U. S. 133, 75 L. ed. 
255, P.U.R.1931A, 1, 51 S. Ct. 65: 
Western Distributing Co. v. Kansas 
Pub. Service Commission, 285 U. S. 
119, 76 L. ed. 655, P.U.R.1932B, 
236, 52 S. Ct. 283; Wichita Gas Co. 
v. Kansas Pub. Service Commission, 
2 F. Supp. 792, P.U.R.1933B, 225, 
537. 

[15] The plaintiff made no effort 
to justify this expense, other than to 
contend in argument that the plain- 
tiff was not an affiliate of H. L. 
Doherty & Co. This contention was 
exclusively based upon the fact that 
when, and so long as, plaintiff was in 
default in the payment of dividends 
upon preferred stock, such stock was 
in voting control of plaintiff. The 
proof was that there was such a de- 
fault and that the owners of the pre- 
ferred stock had exercised their rights 
and elected the plaintiff’s board of di- 
rectors, and that such preferred 
stockholders were not affiliated with 
H. L. Doherty & Co. The directors 
elected by the preferred stockholders 
were the same as those elected by the 
holders of the common stock prior to 
default, with one or two exceptions 
The assertion of control by the pre- 
ferred stockholders did not in the 
least change the management of the 
company. In order to shift or even 
lessen the burden resting heavily up- 
on plaintiff with respect to dealings 
between affiliates, there must be a 
more substantial change than took 
place in this relationship. 
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Therefore, I find that the item of 
general expense as fixed by the mas- 
ter at the sum of $167,916.29 should 
be adjusted by eliminating therefrom 
the sum of $33,926.46, the aggregate 
of the items representing “Employ- 
ees’ Subscription Plan Bonus” and 
“New York Administrative Ex- 
pense.” The general expenses, as ad- 
justed, are allowed in the sum of 
$133,989.83. 


Cost of Gas Purchased 


The plaintiff purchases approxi- 
mately two-thirds of the gas handled 
by it. It has two contracts which are 
referred to in the record as the 
“Dixie Gulf’ and “Palmer” con- 
tracts. There is considerable contro- 
versy between the parties as to wheth- 
er the gas purchased and delivered 
under the contracts, as well as the cost 
thereof, should be eliminated from 
consideration in this case. 

I am of the opinion that the mas- 
ter’s original finding on the Dixie 
Gulf contract should be sustained. 
He found that the gas, as well as the 
cost thereof, should be considered and 
treated as a part of the system’s gas 
and costs. The master submitted sup- 
plemental findings on this contract, 
but I cannot arrive at any other con- 
clusion than that his findings in his 
original report should be adopted. 

His findings with respect to the 
Palmer contract should also be adopt- 
ed. The master found that the gas, 
as well as its cost, purchased and 
handled under this contract should 
hot enter into the calculations in this 
case. 

There is one item arising out of 
the Palmer contract which was not 
presented to the master, but which 


259 


was discussed before the court, and 
that is the profit accruing to the plain- 
tiff out of a sale of a portion of the 
gas purchased. As I understand it, 
the fact that such profit should be 
properly incorporated in the calcula- 
tions, is not controverted by the plain- 
tiff. This profit of $103,883.01 
should be applied as a credit to the 
commodity cost hereinafter discussed 
and fixed. 


Depletion and Depreciation Allow- 
ances 


[16] In all cases of this character 
it is necessary that the plaintiff be al- 
lowed to burden operations with a 
charge sufficient to cover depletion 
and depreciation. The former is 
necessary in order to reimburse the 
utility for wasting assets and the lat- 
ter is to cover the wear and tear in- 
cident to the use of physical proper- 
ty. In connection with wear and tear, - 
consideration must also be given to 
obsolescence and inadequacy. 

Depletion and depreciation allow- 
ances are the most important items to 
be considered, as well as the most dif- 
ficult to determine. After a study of 
the testimony in this case, I am con- 
vinced that the property must be con- 
sidered, for the purposes of depletion 
and depreciation, under four classifi- 
cations : (1) General property; 
(2) production property; (3) trans- 
mission property; and (4) distribu- 
tion property. The allowances for 
the respective properties will be dis- 
cussed in the order stated. 

[17] 1. For the purposes of depre- 
ciation the master grouped the gener- 
al property with the transmission 
property. While it makes but little 
difference in the final outcome, yet I 
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think after reading the testimony of 
the plaintiff’s witness Lyon, that the 
general property is susceptible of a 
distinct classification for depreciation 
purposes, because it is characterized 
by a comparatively short service life 
and a high rate of depreciation. The 
master fixed the value of the general 
property at $59,341, of which $22,- 
889 represents the value of land that 
is not depreciable. There is, there- 
fore, $36,452 of depreciable general 
property on which I allow the sum of 
10 per cent, or $3,645.20 per annum 
to cover depreciation. 

[18] 2. The master fixed and al- 
lowed the sum of $574,681.40 for an- 
nual depreciation on the production 
property, the depletion of wasting as- 
sets and amortization of the cost of 
developing leases, abandoned leases, 
producing leases, drilling dry holes, 
and of geological and scouting activ- 
ities. All such costs and expenses are 
properly chargeable to operating ex- 
penses and should be spread over the 
life of the gas reserves because such 
costs are incident to the discovery 
and development thereof. The proof 
is that the plaintiff's gas reserve in 
1932 was 126,250,203 thousand cubic 
feet. The average annual production 
from this reserve for each of the four 
years of 1930 to 1933 inclusive was 
12,911,444 thousand cubic feet. If 
this rate of production should con- 
tinue the reserve would be exhausted 
in nine and three-fourths years. At 
the annual rate allowed by the master, 
plaintiff would recover during the 
period of exhausting its gas reserves 
the sum of $5,603,143.65, or $3,508,- 
438 more than the present value of 
the production property. While it 
is true that there will be some addi- 
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tional expense, such as drilling wells, 
incurred in the future, in order to ex- 
haust the present gas reserve, it is in- 
conceivable that such additional ex- 
pense will more than exceed the pres- 
ent value of all of plaintiff’s produc- 
tion property. 

While the amount charged upon 
the books of plaintiff might be either 
too large or too small, yet it should, 
and does, represent the honest judg- 
ment of its experts, based upon their 
experience, of what is necessary to 
recoup this class of expenses. It is 
inconceivable that a utility, such as 
plaintiff, would knowingly make such 
a charge too small to amply cover 
such items of expense. 

I am of the opinion, after weigh- 
ing all facts and circumstances in 
proof, that the master’s allowance of 
$574,681.40 is excessive for depreci- 
ation and depletion upon the produc- 
tion property of plaintiff and that the 
allowance made by the master should 
be reduced to $349,512.52. 

[19] The master disallowed an ex- 
pense item of delayed rentals which | 
think was proper under the authority 
of Dayton Power & Light Co. v. 
Ohio Pub. Utilities Commission 
(1934) 292 U. S. 290, 78 L. ed. 
1267, 3 P.U.R.(N.S.) 279, 54S. Ct. 
647, and Columbus Gas & Fuel Co. 
v. Ohio Pub. Utilities Commission 
(1934) 292 U. S. 398, 78 L. ed. 
1327, 4 P.U.R.(NS.) 152, 54 S. Ct. 
763, 91 A.L.R. 1403. 

[20] 3. The master allowed as an- 
nual depreciation upon the transmis- 
sion property 5 per cent of its value, 
or the sum of $1,314,429.25. In my 
judgment this allowance is excessive. 

In a transportation system of any 
gas company the chief factor of cost 
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is that of the pipe lines. The master 
has given to this transmission system 
a service life of twenty years. He 
has stated no reason which prompted 
him to arrive at this figure, and I can 
find none in the testimony of the 
various experts who testified. The 
fact is, the testimony of the experts 
upon the life of pipe is very indefinite, 
some estimates carrying the life of 
pipe as. high as seventy-five to one 
hundred years, while others reduce it 
to a very few years, but in no case 
was there any minimum estimate in 
term of years. Sixty per cent in val- 
ue of this transmission system has 
been constructed and in use at least 
five years, and the remainder for a 
much longer period, some of it as 
long as twenty-five years. The aver- 


age weighted spent life of this prop- 
erty is certainly more than five years, 
yet the master found it to be in 90 


per cent overall condition. This 
would indicate that its rate of depre- 
ciation would not exceed 2 per cent 
per annum. Yet, when the master 
allows 5 per cent per annum, the ag- 
gregate of his allowance would, in 
two years, equal all the depreciation 
he finds that has accrued upon the 
property since it was constructed. It 
is inconceivable to me that the annual 
allowance for depreciation should be 
so high that the ratepayers should be 
charged in two years’ time deprecia- 
tion in an amount equal to all of the 
depreciation found in the property, 
although all of it has been construct- 
ed for as much as five years and some 
of it for twenty-five years. 

The Supreme Court of the United 
States, in the case of Lindheimer v. 
Illinois Bell Teleph. Co. (1934) 292 
U.S. 151, 78 L. ed. 1182, 3 P.U.LR. 
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(N.S.) 337, 347, 54 S. Ct. 658, in 
discussing depreciation, said: “Broad- 
ly speaking, depreciation is the loss, 
not restored by current maintenance, 
which is due to all the factors caus- 
ing the ultimate retirement of the 
property. These factors embrace 
wear and tear, decay, inadequacy, and 
obsolescence. Annual depreciation 
is the loss which takes place in a year. 
In determining reasonable rates for 
supplying public service, it is proper 
to include in the operating expenses, 
that is, in the cost of producing the 
service, an allowance for consump- 
tion of capital in order to maintain 
the integrity of the investment in the 
service rendered. The amount neces- 
sary to be provided annually for this 
purpose is the subject of estimate and 
computation.” Knoxville v. Knox- 
ville Water Co. (1909) 212 U. S. 1, 
53 L. ed 371, 29 S. Ct. 148; Kansas 
City S. R. Co. v. United States 
(1913) 231 U. S. 423, 58 L. ed. 296, 
34 S. Ct. 125, 52 L.R.A.(N.S.) 1; 
Smith v. Illinois Bell Teleph. Co. 
supra. 

[21] “Since depreciation is the loss 
not restored by current maintenance,” 
it is axiomatic that high maintenance 
costs means low depreciation and 
vice versa. Therefore, the mainte- 
nance practice of any utility has a 
great bearing upon the rate of depre- 
ciation that should be allowed. 

The authorities are in accord in 
holding that the depreciation allow- 
ance should be sufficient not only to 
take care of wear and tear and decay 
incident to the use of the property, 
but that consideration should be given 
to retirements occasioned by obsoles- 
cence and inadequacy. 

The factor of wear and tear and 
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decay, by reason of the experience of 
users of various classes of property 
included in a complete transmission 
plant, is not difficult to determine 
when one is acquainted with the use 
and value of the property. However, 
the question of allowance necessary to 
take care of obsolescence and inade- 
quacy is very difficult. In fact, one’s 
conclusions upon these factors can 
hardly be more impressive than that 
of a mere guess. Science and inven- 
tion tomorrow may make obsolete 
that which today was practical and 
effective. Whether such a contribu- 
tion will be made is a matter con- 
fined exclusively to the realm of spec- 
ulation. 

The. same is true of inadequacy. 
It is governed wholly by the expan- 
sion of the business, which largely 
depends upon the growth and expan- 
sion of the communities which the 
plant serves. 

The factor of obsolescence is not 
very material in connection with the 
operation of a gas transportation 
system. There has been but little im- 
provement made in the matter of lay- 
ing and joining pipe or the operation 
and use of the pipe after it is laid. 
The factor of inadequacy in the case 
at bar is likewise entitled to a little 
consideration. Before a_ pipe-line 
system would become inadequate, the 
demand for gas upon it must exceed 
its operating capacity. While the rec- 
ord in this case does not show the 
amount of gas which the pipe-line 
system of plaintiff is capable of effi- 
ciently handling in any 24-hour pe- 
riod, the record does show that the 
peak day demand of plaintiff’s system 
during the four years under investi- 
gation occurred in 1930 and that such 
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demand was 213,961 thousand cubic 
feet. The average peak day demand 
during the four years in question 
which was used by the master in the 
allocation of costs, and will be used 
by me, is 167,622 thousand cubic feet. 
The peak day demand of the plaintiff 
in the year of 1933, the last year un- 
der examination, was 148,950 thou- 
sand cubic feet. Thus, it is seen that 
the demands upon plaintiff’s pipe-line 
system can increase 45 per cent over 
what it was in 1933 and still not ex- 
ceed the actual demand at one time 
experienced by the system. 

[22] The engineers seem to make 
a distinction between the amount to 
be allowed for observable depreci- 
ation and the amount which should 
be placed in the depreciation reserve, 
and with this I find myself in agree- 
ment. In estimating the amounts to 
be placed in the depreciation reserve, 
the calculations are designed to even- 
ly distribute the loss over the estimat- 
ed service life of the property. 

[23] Two methods of determining 
the annual amount of depreciation al- 
lowance for the transportation sys- 
tem have been suggested in this case. 
One is known as the “sinking-fund” 
method and the other as the “straight- 
line” method. Each of these methods 
are so well understood by the utilities, 
and those engaged in the regulation 
thereof, that it is not necessary at 
this time to enter into an explanation 
of the two methods. The master 
adopted the straight-line method and 
in this respect I am in accord. 

After giving consideration to the 
testimony of the witnesses with re- 
spect to the service life of the trans- 
portation system, I am of the opinion 
that the average service life of the 
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transportation properties is not less 
than twenty-five years. 

In Ohio there has been a great deal 
of litigation over gas rates, both in 
the courts and before the regulatory 
Commission of that state. The Ohio 
Commission in recent years has had 
occasion to pass upon the value of de- 
preciable property in three different 
cases. In two of these cases the Com- 
mission made an allowance of 1.5 per 
cent for depreciation and in the other 
case they made an allowance of 1.12 
per cent. The Oklahoma Commis- 
sion and the Texas Commission, both 
in recent cases, made an allowance for 
depreciation of 3 per cent. 

[24] While it is true that this, and 
no other court, is not required to fol- 
low findings made by regulatory 
Commissions, yet the holdings of 
these Commissions indicate the trend 
of thought of those trained and ex- 
perienced in finding and fixing rates 
for depreciation. 

[25] After giving consideration 
to all the facts and circumstances in 
testimony having any bearing upon 
what would be a reasonable allowance 
for the annual depreciation for the 
transportation system of the plaintiff, 
I am of the opinion that such facts 
and circumstances do not justify an 
allowance in excess of 3 per cent of 
the present value of the transporta- 
tion property of the plaintiff for an- 
nual depreciation. I am further of 
the opinion that the allowance of 3 
per cent is not only ample to take care 
of the diminution in value because of 
wear and tear, but also the cost of re- 
tirements occasioned by obsolescence 
and inadequacy. 

[26] 4. The master allowed 5 per 
cent of the value of the depreciable 
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property in the Texarkana, Ark., dis- 
tribution system to cover annual de- 
preciation. It is my opinion that this 
allowance is also excessive. The 
proof is that a large part of the pipe 
in the distribution system at Texar- 
kana is what is known as “cast iron,” 
originally laid for the purpose of dis- 
tributing artificial gas. The proof 
further shows that no one seems to 
know just how long cast-iron pipe 
will remain in an efficient operating 
condition buried in the ground. Its 
life has been variously estimated by 
the engineers testifying in this record 
at from seventy-five to one hundred 
years. Such pipe certainly has a 
much longer service life than 
wrought steel pipe. This distrib- 
uting plant has been operating for a 
long period of years, and its present 
suitable efficiency is not challenged. 
There is an element of permanency 
in this plant which should be consid- 
ered in determining the depreciation. 
In the case of Dayton Power & Light 
Co. v. Ohio Pub. Utilities Commis- 
sion, supra, the Commission’s allow- 
ance of 2 per cent of the value of de- 
preciable property of a natural gas 
distribution system for annual depre- 
ciation was sustained. 

In discussing the depreciation al- 
lowance for the distribution system, 
much that has been heretofore said 
with respect to the factors that should 
be given consideration in determining 
such an allowance is applicable, and 
it is not necessary at this point to 
make a repetition of what has here- 
tofore been said. 

Taking into consideration the life 
of cast-iron pipe and all other facts 
and circumstances in the testimony 
bearing upon and having any relation 
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to the annual depreciation allowance 
for the distribution properties at Tex- 
arkana, Ark., I am of the opinion 
that 2 per cent of the depreciable 
property is adequate and ample. 


Income Taxes 


[27, 28] Income taxes, both state 
and Federal, are proper expense al- 
lowances. Galveston Electric Co. v. 
Galveston, 258 U. S. 388, 66 L. ed. 
678, P.U.R.1922D, 159, 42 S. Ct. 
351; Georgia R. & Power Co. v. 
Georgia R. Commission, 262 U. S. 
625, 67 L. ed. 1144, P.U.R.1923D, 1, 
43 S. Ct. 680. The defendant con- 
tends no allowance should be made 
for income taxes due to the fact that 
the company has not paid any income 
taxes for some time. However true 
this may be, the rate of return would 
render the new consolidated com- 
panies subject to the payment of the 
income taxes, and, therefore, a prop- 
er allowance should be made for this 
expense. 

The master in his report says: 
“Prior to last year, affiliated com- 
panies were permitted to file consoli- 
dated returns, hence the pipe-line 
company paid no income tax as a sep- 
arate unit. Under a new ruling it 
was required to file a separate return 
last year. Owing to the merger of 
last November, it will not, as a sep- 
arate unit, be required to pay these 
taxes.” 

Notwithstanding this statement, 
the master, for income tax purposes, 
treated the pipe-line department of 
the company, as well as its distribu- 
tion operations in Texarkana, as sep- 
arate and distinct companies, and ap- 
plied the tax rate to the net revenue 
necessary to avoid confiscation, after 
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taking therefrom allowable deduc- 
tions in calculating income tax. 

[29] In the case at bar, the rate- 
making authority (that is, the city 
council of Texarkana) has jurisdic. 
tion over only a small portion of 
plaintiff's operations and property. If 
plaintiff's rates in any of the several 
other cities in Arkansas, Louisiana, 
and Texas, in which it distributes 
gas, are such that result in an operat- 
ing loss, while its rates in Texarkana 
produce a revenue, the plaintiff in 
making its income tax returns would 
be entitled to offset its losses against 
its revenues and would pay an income 
tax on the net revenues resulting 
from all of its operations, and not up- 
on that resulting from a portion of 
its operations. In confiscation cases 
a utility should be permitted to 
charge into operating expenses only 
that amount of income taxes which 
would be payable after the utility has 
taken advantage of every deduction 
from gross income allowed by law. 
Confiscation should not be predicated 
upon an item of expense when the 
expense is never incurred. In the 
case at bar, no proof was introduced 
before the master that the plaintiff 
had, or would ever have, to pay an 
income tax. The master would per- 
haps have been justified in making no 
allowance for income taxes in view of 
the state of the record, but during 
the oral argument upon exceptions to 
the master’s report, the court called 
upon the plaintiff to file as a part of 
the record in this case a statement 
showing the amount of income taxes 
it had paid or would pay upon its in- 
come for the year 1935. In response 
to this request the plaintiff filed a 
statement showing that the Federal 
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tax upon the 1935 net income was 
$81,311.05. This tax should not be 
figured at the rates provided for in 
the Revenue Act of 1936 (49 Stat. 
1652), for those rates apply only to 
taxable years beginning after Decem- 
ber 31, 1935. The defendant, in 
submitting calculations of income 
taxes based upon the 1935 revenue, 
states the Federal tax to be $88,142.- 
96, and that the state income tax is 
$8,205.01, making a total of $96,- 
347.97. I think this latter amount 
should be adopted. 


Rate of Return 


[30, 31] The city council allowed 
a return on their valuation of 6 per 
cent. The plaintiff contended for a 
return of 8 per cent on their trans- 
mission lines and 10 per cent on their 
production and distributing proper- 
ties, while the defendant contended 


for a rate of return as made by the 
council on the production, transmis- 


sion, and distributing property. The 
master allowed a return of 8 per cent 
on all the properties. What will con- 
stitute a fair return in any specific 
case is more or less a matter of ap- 
proximation, and the court must de- 
termine this amount to the best of 
its ability in the exercise of an inde- 
pendent judgment as to both the law 
and the facts. Ohio Valley Water 
Co. v. Ben Avon, 253 U. S. 287, 289, 
64 L. ed. 908, P.U.R.1920E, 814, 40 
S. Ct. 527; Bluefield Water Works & 
Improv. Co. v. West Virginia Pub. 
Service Commission, 262 U. S. 679, 
689, 67 L. ed. 1176, P.U.R.1923D, 
ll, 43 S. Ct. 675; Lehigh Valley R. 
Co. v. Public Utility Comrs. (1928) 
278 U. S. 24, 36, 73 L. ed. 161, 
P.U.R.1929A, 209, 49 S. Ct. 69, 62 
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A.L.R. 805; United R. & Electric Co: 
v. West, 280 U. S. 234. 74 L. ed. 390, 
P.U.R.1930A, 225, 50 S. Ct. 123, 
125. 

In United R. & Electric Co. v. 
West, supra, at p. 228 of P.U.R. 
1930A, it was held: “A rate of re- 
turn may be reasonable at one time 
and become too high or too low by 
changes affecting opportunities for 
investment, the money market, and 
business conditions generally.” 

The hazards of the occupation is 
likewise to be considered in arriving 
at a proper rate of return. The gen- 
eral rule is fairly laid down in Willcox 
v. Consolidated Gas Co. (1909) 212 
U.S. 19, 48, 53 L. ed. 382, 29 S. Ct. 
192, 198, 48 L.R.A.(N.S.) 1134, 15 
Ann. Cas. 1034: “There is no par- 
ticular rate of compensation which 
must, in all cases and in all parts of 
the country, be regarded as sufficient 
for capital invested in business enter- 
prises. Such compensation must de- 
pend greatly upon circumstances and 
locality; among other things, the 
amount of risk in the business is a 
most important factor, as well as the 
locality where the business is con- 
ducted, and the rate expected and usu- 
ally realized there upon investments 
of a somewhat similar nature with re- 
gard to the risk attending them. 
There may be other matters which, 
in some cases, might also be properly 
taken into account in determining the 
rate which an investor might proper- 
ly expect or hope to receive and 
which he would be entitled to without 
legislative interference. The less risk, 
the less right to any unusual returns 
upon the investments. One who in- 
vests his money in a business of a 
somewhat hazardous character is 
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very properly held to have the right 
to a larger return, without legislative 
interference, than can be obtained 
from an investment in government 
bonds or‘other perfectly safe secu- 
rity.” 

This property was principally con- 
structed in 1929 and 1930, at a time 
when price levels were very high. 
The company enjoys, for all practical 
purposes, a monopoly in its line of 
business in the territory affected. The 
hazards of this industry are reduced 
to a minimum when compared to ex- 
periences of other companies engaged 
in the same industry. The only com- 
petition arising out of the availability 
of cheaper fuels. 

When the price levels of 1929 and 
1930, the time this company did most 
of its construction work, are com- 
pared with the price levels of today, 
a 6 per cent rate would be a substan- 
tial increase based on the price levels 
of today over those of 1929 and 
1930. There has been within the last 
few years a decided decrease in the 
rate interest in this section of the 
country. State securities and munici- 
pal securities in Arkansas have been 
refunded on a reduced interest rate. 
Securities of individuals and corpo- 
rate entities have likewise undergone 
a reduction in interest rates. Taking 
into consideration these economic 
conditions and the present corporate 
earnings in this and other industries, 
I am forced to conclude that the city 
council did not act arbitrarily and fix 
the rate of return so unreasonably 
low as to contribute to a confiscatory 
rate. The Supreme Court has held 
that a rate order which was confisca- 
tory at the time it was made may 
cease to be confiscatory, or one which 
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is valid when made may become con- 
fiscatory at a later period. Smith y, 
Illinois Bell Teleph. Co. (1930) 282 
U. S.° 133, 75 L. ed. 255, BUS 
1931A, 1, 51 S. Ct. 65; Des Moines 
Gas Co. v. Des Moines (1912) 199 
Fed. 204; Lincoln Gas & E. L. Co, 
v. Lincoln (1919) 250 U. S. 256, 63 
L. ed. 968, 39 S. Ct. 454. The rate 
of 6 per cent allowed by the city 
council should apply to the production 
and transmission properties and to 
the distributing plant. 


Cost of Gas at Town Border 


[82] Having determined and fixed 
the costs of plaintiff incident to the 
production and transmission of gas 
through its pipe-line system to its 
consumers, and the gateway of the 
several distribution systems served, 
for convenience, these costs will now 
be grouped into commodity and de- 
mand costs. This is necessary in or- 
der to distribute equitably the cost of 
production and transportation of gas 
among the consumers thereof. 

There is a wide variance between 
the plaintiff, the defendant, and the 
master in the method to be adopted in 
making the calculation of the cost of 
gas at the city gate or town border 
of Texarkana. It is the defendant's 
contention that the cost of gas at the 
city gate should be obtained by divid- 
ing the production and transmission 
cost by the total volume of gas han- 
dled, giving effect only to the annual 
volume. It is the plaintiff’s conten- 
tion that in addition to this factor 
there should be considered in deter- 
mining the cost of gas to be delivered 
to domestic and commercial consum- 
ers, a demand factor. The master’s 
theory differs from both. He follows 
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the method laid down by the fact- 
finding tribunal for the state of 
Arkansas in what is known as the 
“Stuttgart Rate Case” (5 P.U.R. 
(N.S.) 161). His method eliminates 
all consideration of industrial gas 
sold through the distribution system 
from his calculations except an arbi- 
trary profit of 3 cents per thousand 
cubic feet. 

Applying his method to the find- 
ings he made, the master would es- 
tablish a higher rate than would re- 
sult from the methods adopted by ei- 
ther the plaintiff or defendant, and 
higher still than any rate sought by 
the company from the city. His con- 


clusions make his rate higher than the 
rates asked for by the company in its 
application to the city in 1930 or 1933 
and would exceed the present rates 
which the company is now charging 
after the temporary restraining order 


in this case was granted. I am of the 
opinion that gas companies can usual- 
ly be depended upon to apply for rates 
which are not confiscatory, and I am 
constrained to challenge the weight to 
be given to the master’s conclusions 
when they are higher than the rates 
asked for by the plaintiff. Although 
the master’s findings were advanta- 
geous to the plaintiff, it waived them 
and asked that the methods it submit- 
ted be adopted, and its methods were 
accordingly accepted by the master. 
[83] The demand cost method is 
based on the theory that the utility 
must keep in readiness sufficient fa- 
cilities for supplying the highest de- 
mand that may be made upon it for 
gas in any one day. The domestic 
and commercial consumer’s usage is 
largely for space heating purposes 
and they experience their greater use 
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on some day during the winter 
months, while the consumption of 
suc gas falls to a minimum during 
the summer months. Notwithstand- 
ing this fluctuation the plaintiff is 
compelled to maintain its pipe lines, 
together with other facilities, and an 
adequate personnel throughout the 
entire year. I think that this factor 
should be taken into consideration in 
determining the town border cost of 
gas. There are certain items of ex- 
pense, which, in fairness, could not 
be equitably apportioned without us- 
ing this factor, while the very nature 
of other items of expense yield them- 
selves to the proportionate sales basis. 

In the case of United Fuel Gas Co. 
v. Kentucky R. Commission (1925) 
13 F. (2d) 510, 522, the court held: 
“We are of the opinion that produc- 
tion expenses and valuation, general 
property valuation, general expenses, 
and working capital should be appor- 
tioned on the proportionate sales 
basis, transmission, system valuation, 
and expenses upon the demand mile- 
age basis, and distribution upon actu- 
al valuation of the distribution plants 
in the several municipalities and ac- 
tual expenses there incurred.” 

This well-reasoned opinion, it 
seems to me, gives proper weight in 
the distribution of cost to both meth- 
ods, combining them into what might 
be termed a “commodity demand 
basis.” There is no proof in this rec- 
ord concerning the mileage. There- 
fore, the calculations cannot be made 
upon the demand mileage basis, but 
will be made upon the demand basis, 
without consideration of mileage. 
Following the rule quoted, I have 
made the following allocation of 
commodity and demand costs and as- 
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signed to each those items clearly in- 
dicated by the quoted language that 
should be incorporated herein: 


Commodity Cost 
Production operation, maintenance, 
severance taxes, and royalties er 9.80 
General expense 989.83 
Taxes ws 100.00 
Depletion, depreciation, and annual 
charge for amortization of cost 
of gas reserves 


Return on: 
Cash working capital $750,000 
Production property 2,094,605 
General property ... 59,341 
Going value 941,590 


$3,845,536 
@ 6% 230,732.16 
3,645.20 
96,347.97 
1,212,350.54 


$2,141,258.02 
103,883.01 


$2,037,375.01 


349,512.52 


Depreciation general property .. 
Federal and state income taxes .. 
Cost of gas purchased 


1 
Less:. Profits from Palmer gas 


Total commodity cost 


The net total amount of gas han- 
dled by the production and transmis- 
sion system for each of said four 
years averaged 38,838,580 thousand 
cubic feet. The total commodity 
cost divided by the total gas handled 
results in a commodity cost of 5.247 
cents per thousand cubic feet. 


Demand. Cost 
Transmission line maintenance .. 
Compressor station expense . 
Taxes 


$420,488.84 
193,050.75 


351,330.97 
Depreciation at 3% 
transmission system $23,488,738 704,662.14 


Return at 6% trans- 
23,488,738 1,409,324.28 


mission system .... 
Total demand cost $3,078,856.98 


Less: Credit 
Gas used by company $69,177.69 
Net earnings from 
gasoline plants... 5,191.50 74,369.19 


$3,004,487.79 





Total net demand cost 


The average peak day demand for 
each of said four years was 167,622 
thousand cubic feet. The total net 
demand cost divided by the average 


peak day demand gives a demand cost 
per thousand cubic feet of $17.92. 


Leakage 


[34] It is admitted, and found by 
the master, that there was excess 
leakage or waste of gas through the 
distribution system in Texarkana. 
This leakage has, during each of the 
said four years, averaged 126,272 
thousand cubic feet. It seems to me 
that the amount of leakage which the 
plaintiff is experiencing is ample evi- 
dence of waste and negligence. This 
is more than 29 per cent of all the 
gas sold and delivered through the 
system. 

It is conceded that it is impossible 
to maintain a natural gas distribution 
system so as to avoid all leakage. 
Therefore, it is necessary to adopt 
some standard by which the amount 
of permissible leakage may be meas- 
ured. 

The plaintiff contends that permis- 
sible leakage is equal to 1,000 thou- 
sand cubic feet per mile of pipe of 3- 
inch equivalent, and the master al- 
lowed this amount. On this basis the 
excess leakage at Texarkana amounts 


to 45,020 thousand cubic feet per an- , 


num. The city, in fixing rates which 
the plaintiff might charge for gas, al- 
lowed 10 per cent for leakage. On 
the basis allowed by the city, the ex- 
cess leakage amounts to 79,089 thou- 
sand cubic feet per annum. 

I am of the opinion that by the ex- 
ercise of ordinary care the leakage 
could be held to 10 per cent and that 
the public should not have to pay for 
leakage in excess of that figure. I, 
therefore, find that the excess leakage 
in the Texarkana distribution system 
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is 79,089 thousand cubic feet per an- 
num. 

For the purpose of determining the 
cost of gas at the city gate, it is nec- 
essary to group the customers. 
Therefore, for the purpose of this 


Domestic 
Commercial 
Free and 
Company 
Used 


. Average peak day demand (M cu. ft.) 
. Demand cost per M cu. ft., average peak 
day delivery (Cal. No. 1) 


. Total demand cost (Line 1 X Line 2) $45,875.20 


. Total annual town border delivery 
M cu. ft. 

. Commodity cost per M cu. ft. 
No. 2) 


. Total commodity cost (Line 4 X Line 5) $13,840.80 
$59,716.00 
$ 0.2264 


. Total cost gas delivered at town border 
(Line 3 + Line 6) 

. Average cost per M cu. ft. annual de- 
livery (Line 7 + Line 4) 

. Annual town border delivery, industrial 
gas at Texarkana, Ark. ..........++ 

. Cost of industrial gas, Texarkana, Ark. 
(Line 9 X Line 8) 


11. Cost of excess leakage (79089 X 0.1014) 


12. 
opinion, domestic, commercial, com- 
pany-used, and free gas will be placed 
in one classification, leakage in anoth- 
er, and industrial customers in anoth- 
er. The average peak day demand 
for domestic, commercial, company- 
used, and free gas in Texarkana dur- 
ing the 4-year period covered by this 
investigation was 2,560 thousand cu- 
bic feet and the leakage demand was 
345 thousand cubic feet. The total 
average town border delivery of gas 
to the distribution system used for 
domestic, commercial, including free 
and company-used gas was 263,785 
thousand cubic feet. There was 
turned into the city distribution sys- 
tem and leaked or wasted therefrom 
126,272 thousand cubic feet. By ap- 
plying the demand and commodity 
cost hereinbefore fixed, the cost of gas 
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at the city gate may be determined. 

Following is a calculation of the 
cost of all gas at the town border of 
Texarkana, Ark., based upon the 
items of expenses and costs hereinbe- 
fore approved by me: 


Col. 1 Col. 2 Col. 3 
Leakage Total 
Col. 1 
And 
Col. 2 
2,905 


$17.92 
$52,057.60 


390,057 


$ 0.05247 
$20,466.29 


$72,523.89 
$ 0.1859 


Col. 4 


Industrial 
Texarkana, 
U.S.A, 


2,560 
$17.92 


345 


$17.92 
$6,182.40 


126,272 


$ 0.05247 
$6,625.49 


$12,807.89 
$ 0.1014 


2,068 


$17.92 
$37,058.56 


705,669 


$ 0.05247 
$36,994.97 


$74,053.53 
$ 0.1050 
160,857 


$16,889.99 
$8,019.62 $8,019.62 
$4,788.27 $64,504.27 $16,889.99 

[35] The master credited distribu- 
tion operations with $5,848.04 upon 
the theory that this was all the profit 
arising from the sale and distribution 
of industrial gas through the distri- 
bution system. In this the master 
erred. While it is true that the plain- 
tiff has been charging the distribution 
system and crediting its pipe-line op- 
erations with the amount for which 
the distribution system sold industrial 
gas, less 3 cents per thousand cubic 
feet, and the credit of $5,848.04 is 
the aggregate of the profit allowed 
the distribution system on account 
of industrial gas. 

The record does not show the aver- 
age peak day demand for industrial 
gas sold through the distribution sys- 
tem in Texarkana, Ark., but it shows 
such demand to be 2,068 thousand cu- 
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bic feet for Texarkana, U. S. A., and 
the average annual town border deliv- 
ery of industrial gas to Texarkana, 
U. S. A., is 705,069 thousand cubic 
feet. The record also shows that of 
the 705,069 thousand cubic feet, 160,- 
857 thousand cubic feet was sold and 
distributed through the Texarkana, 
Ark., plant. It will be noted on the 
preceding calculation that the average 
cost of industrial gas at Texarkana, 
U. S. A., is 10.5 cents per thousand 
cubic feet. If this cost is applied to 
the 160,857 thousand cubic feet of 
industrial gas sold through the Tex- 
arkana, Ark., distribution system, it 
will be found that the aggregate cost 
of such gas was $16,889.99. The 
proof is that this gas was sold to the 
consumers for $29,458.73. 

I find that the distribution opera- 
tions at Texarkana, Ark., should be 
charged with the cost of industrial 


gas in the sum of $16,889.99 and the 


distribution revenue credited with 
$29,458.73, the amount received 
from the sale of such gas. 


Operating Costs of Distribution 
System 


The only item of cost of the dis- 
tribution system allowed by the mas- 
ter, and about which there is any con- 
troversy aside from depreciation and 
return, is general expenses. The mas- 
ter allowed for this item $19,427.65. 
Included in this amount is $3,077.49, 
consisting of “Employees’ Subscrip- 
tion Plan Bonus” expense and “New 
York Administrative Expenses.” 
Both of these items were disallowed 
early in this opinion in connection 
with the general expenses of the pro- 
duction and transportation systems 
and will again be disallowed.. I find 
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that the general expenses chargeable 
to distribution operations is $16,350,- 
16. Heretofore in this opinion | 
have fixed the rate of return and de- 
preciation on the property in the dis- 
tribution system. 


I find the cost of operating the dis- 
tribution system at Texarkana, Ark., 
to be $140,822.07, made up of the 
following items, to wit: 


Town border cost, domestic com- 
mercial and leakage 

Town border cost, industrial gas . 

Local expense 

General expense 

Bad debts 

Depreciation 2% on $292,973.00 .. 

Return 6% on $321,973.00 


$142,610.26 
1,728.19 


$140,882.07 


Subtotal 
Less: 


The master found the gross reve- 
nues arising from the rates estab- 
lished by the ordinance of February 
13, 1934, referred to in the record 
as the ‘40-cent rate,” and _ which, 
added to the $29,458.73, the income 
from industrial gas, would produce 
$129,069.98. Under the 45-cent rate 
the master found the average gross 
revenues for the years 1930, 1931, 
1932, and 1933, would be $112,101~- 
58. The testimony discloses that the 
average receipts for this 4-year period 
from industrial gas was $29,458.73. 
Thus, the $112,101.58 plus $29,458.- 
73 would yield $141,560.31. It will 
be seen that this income is less than 
$1,000 more than the expenses. Rate 
making has not reached that point of 
mathematical certainty that the court 
would be able to say that in any case 
involving more than $25,000,000 of 
property and $5,000,000 of expense, 
the small amount of difference be- 
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tween income and expenses is the dif- 
ference between confiscation and va- 
lidity. Rates are never figured that 
close. However, the difference in this 
case is in favor of the validity of the 
city ordinance. 

After careful study of the testi- 
mony and exhibits upon which the 
master bases these revenue findings, 
I am convinced that a proper calcula- 
tion of the revenues would be slightly 
in excess of this amount. The rates 
fixed by the city council provided for 
a reduction after a certain amount of 
gas has been consumed each month. 
It would seem that an accurate esti- 
mate of the revenues available under 
the rates could only be made after it 
is ascertained how much gas has been 
or will be consumed in each rate block 
each month. I do not find in the rec- 
ord any satisfactory calculation along 
this line. There is a calculation ap- 
plying only to one year, and then ap- 


plying to the commercial and domes- 
tic gas consumed in both Texarkana, 


Ark., and Texarkana, Tex. There 
are special contracts in existence be- 
tween the company and some of the 
larger commercial users which pro- 
vide special rates. I think the more 
just computation would be to com- 
pute the total average sales of gas 
affected by the rate fixed by the city 
council. The total average’ sales of 
gas affected by these rates over the 
4-year period have been 259,865 thou- 
sand cubic feet. If this method of 


computation be adopted it would in- 
crease the revenues on the 40-cent 
rate to $133,404.73. The 45-cent 
rate would produce on this computa- 
tion $146,397.78. Under these com- 
putations it will be noted that the rev- 
enue from the 40-cent rate is insuffi- 
cient to pay the operating expenses 
of the company, including deprecia- 
tion as return herein fixed. On the 
other hand, under the computation of 
the master, the so-called 45-cent rate 
exceeds such costs by several hundred 
dollars. 

Both the 40-cent and the 45-cent 
rates are involved in this litigation 
and the enforcement of each was tem- 
porarily enjoined in this proceeding. 
The record clearly discloses that the 
40-cent rate embodied in the ordi- 
nance of February 13, 1934, is con- 
fiscatory and is, therefore, invalid. 
The invalidity of the ordinance of 
February 13, 1934, would leave the 
45-cent rate established by the resolu- 
tion of December, 1933, in effect, and 
since this rate produces sufficient rev- 
enue to meet the operating expenses 
of the distribution system at Texar- 
kana, including depreciation and re- 
turn, I find that the 45-cent rate is 
valid and effective. 

Counsel for defendant are directed 
to prepare and present findings of fact 
and conclusions of law in conform- 
ity with the views expressed in this 
opinion and to present a decree to the 
same effect. 
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CALIFORNIA RAILROAD COMMISSION 


Re Uniform System of Accounts for 
Telephone Companies 


[Decision No. 29401, Case No. 4082.] 


Accounting, § 6 — Uniform systems — Federal and state. 
1. It is desirable that the general scheme of accounts prescribed by a state 
Commission for telephone companies should be the same as that of the 
Federal Communications Commission, but it does not necessarily follow that 
the state Commission subscribe to all the definitions and instructions con- 
tained in the Federal system of accounts ; the system may be adopted subject 
to modifications, p. 274. 

Accounting, § 28 — Depreciation. 
2. A uniform system of accounts for telephone companies need not pre- 
scribe the method that shall be used to calculate the allowance for depre- 
ciation included in operating expenses, p. 274. 

Depreciation, § 32 — Straight-line basis — Accounting requirements. 
3. A state Commission adopting the Federal system of uniform accounts 
for telephone companies, subject to modifications, did not require telephone 
companies to calculate depreciation on a straight-line basis, p. 274. 

Accounting, § 21 — Stock discount — Charges to surplus. 
4. A telephone company, if it desires to do so, should be permitted to write 
off discount on stock by charges to its surplus, p. 275. 

Accounting, § 8 — Continuing or perpetual records — Fixed capital. 
5. The state Commission, in adopting in modified form the Federal system 
of accounts for telephone companies, did not direct the companies to under- 
take the preparation of a continuing or perpetual detailed record of tele- 
phone plant as required by the Federal system, p. 275. 

Accounting, § 28 — Depreciation charges. 
6. An instruction in a proposed system of accounts for telephone companies 
was modified to allow the computation of the monthly depreciation charges 
to be made on the basis of the balance in the plant accounts as of the first 
of the current month rather than on an average of the balance on the first 
and last of the current month in each plant account, p. 275. 


[December 21, 1936.] 
NVESTIGATION of the adoption of a uniform system of 
accounts for telephone companies; system previously pre- 
scribed by Federal Communications Commission adopted with 
modifications. 


¥ 


APPEARANCES: James A. Mar- The Pacific Telephone and Tele- 
shall and Arthur T. George, for graph Company and Southern Cali- 
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fornia Telephone Company; Ernest 
Irwin, for California Independ- 
ent Telephone Association; E. W. 
Watson, for Associated Telephone 
Company, Ltd.; Albert N. Johns, 
for Southwestern Home Telephone 
Company and Monrovia Telephone 
and Telegraph Company; N. C. 
Steele, for Colusa County Tele- 
phone Company; J. Jacobson, for 
Oxnard Home Telephone Company 
and Santa Paula Home Telephone 
Company. 


By the Commission: This is a 
proceeding instituted on October 28, 
1935, on the Railroad Commission’s 
own motion for the purpose of giving 
telephone companies operating in Cal- 
ifornia and having annual operating 
revenues of $50,000 or more an op- 
portunity to show cause why the Rail- 
road Commission of the state of Cal- 
ifornia should not adopt and pre- 
scribe for such telephone companies 
the uniform system of accounts pre- 
scribed by the Federal Communica- 
tions Commission designated by it as, 
Issue of June 19, 1935, effective Jan- 
uary 1, 1936, or approve or adopt the 
same with modifications. 

A public hearing was held in this 
proceeding before Examiner Fank- 
hauser on November 19, 1935. No- 
tice of such hearing was sent to all 
telephone companies operating in Cal- 
ifornia and having annual operating 
revenues of $50,000 or more. 

The telephone division of the Fed- 
eral Communications Commission on 
June 19, 1935, by its Order No. 7-C, 
prescribed for telephone companies 
having annual operating revenues ex- 
ceeding $50,000 and operating under 
its jurisdiction, an uniform system of 
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accounts designated as Issue of June 
19, 1935, effective January 1, 1936. 

Because of litigation the Federal 
Communications Commission post- 
poned the effective date of such sys- 
tem of. accounts. The Supreme 
Court of the United States by its de- 
cision of December 7, 1936 (— U. S. 
—, 81 L. ed. —, 16 P.U.R.(N.S.) 
225, 57 S. Ct. 170) affirmed the de- 
cree of the district court for the 
southern district of New York which 
denied, except with respect to two 
minor points, the petition of The 
American Telephone and Telegraph 
Company et al., for an injunction 
against the Federal Communications 
Commission to restrain its putting 
into effect the uniform system of ac- 
counts for telephone companies, issue 
of June 19, 1935, effective January 1, 
1936. In view of the decision of the 
Supreme Court the telephone division 
of the Federal Communications Com- 
mission recently announced that the 
provisions of the Uniform System of 
Accounts for Telephone Companies, 
issue of June 19, 1935, effective Jan- 
uary 1, 1936, except as modified by 
the decree of the district court (14 F. 
Supp. 121, 15 P.U.R.(N.S.) 413) 
shall be effective January 1, 1937. 

The following quotation from the 
decision of the district court covers 
the modification made by said court 
(15 P.U.R.(N.S.) at p. 421): 

“The plaintiffs object that no de- 
preciation is allowed on property held 
for future use in Account 100.3. Ex- 
cept in these rare instances when the 
entire cost of depreciation covers only 
the wear and tear on equipment in 
use, the plant held in reserve will de- 
preciate because of obsolescence or 
deterioration, as it is not entirely de- 
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pendent on use. The exclusion of 
depreciation on this account as an 
item to be considered in rate deter- 
minations may be supportable but it 
appears unjustifiable to bar depreci- 
ation on this item altogether. Where 
the property is withdrawn from serv- 
ice for any portion of its life, upon its 
final retirement, the depreciation re- 
serve set up for it would be inade- 
quate. This can be adjusted by 
charging the depreciation to surplus 
rather than as a current account. 
Thus a true reflection of the adjust- 
ed value of the property would be 
obtained, and yet the accounts will so 
set off the item that it may be ex- 
cluded from consideration as a cur- 
rent expense for rate purposes. 
“Tnstruction 21 (B) (3) directs a 
purchaser of property, which has 
been acquired by the prior owner as 
a contribution, to record the contribu- 
tion which the seller had received. 
This is done by crediting Account 
175 ‘Contributions of telephone 
plant’ and debiting the same amount 
on the assets side, to Account 100.4 
‘Telephone plant acquisition and ad- 
justment.’ (Instructions 21 (B) 
(4).) Since this requirement is in 
addition to the usual entries covering 
the purchase, it results in swelling the 
assets and liabilities by a fictitious en- 
try. It constitutes a double recording 
of this portion of the transaction. 
This part of the property is recorded 
once in the usual record of the trans- 
action, and to require its inclusion a 
second time is unreasonable. No suf- 
ficient reason is advanced for such 
treatment. The desired record could 
be made without this inflation by a 
subdivision of Account 100.4. It is 
unreasonable to require duplication 
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and the plaintiffs are injured in so far 
as they are denied a reasonable and 
true accounting record by this provi- 
sion.” 

[1] We have considered the record 
in this proceeding. We think it is de- 
sirable that the general scheme of ac- 
counts prescribed by us should be the 
same as that of the Federal Commu- 
nications Commission. Some tele- 
phone companies which are under our 
jurisdiction operate properties situate 
wholly in California, while others op- 
erate properties situate partly in Cali- 
fornia and partly in other states. For 
us to set up balance sheet accounts, 
plant accounts, income accounts, sur- 
plus accounts, revenue accounts, and 
operating expense accounts different 
in number, title, and text, from those 
of the Federal Communications Com- 
mission would only lead to confusion 
and perhaps unwarranted expense. 
But it does not necessarily follow that 
we subscribe to all the definitions and 
instructions contained in the pro- 
posed system of accounts. We will 
adopt the said system of accounts sub- 
ject to the modifications presently 
stated. 

[2, 3] We do not think it neces- 
sary that a system of accounts pre- 
scribe the method that shall be used 
to calculate the allowance for depre- 
ciation included in operating ex- 
penses. We therefore will not re- 
quire by this order that telephone 
companies, subject to our jurisdiction 
calculate depreciation on a straight- 
line basis. In prescribing the new 
system of accounts the Federal Com- 
munications Commission in its Order 
No. 7-C directed the companies dur- 
ing 1936 (now presumably during 
1937) to keep and maintain in addi- 
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tion to the accounts appearing in such 
system, such portion or portions of 
their present accounts as may be nec- 
essary for the purpose of making a 
comparison with previous years. In 
this order, however, we will not re- 
quire the companies to keep a dupli- 
cate set of records and as of January 
1, 1937, will relieve the companies 
under our jurisdiction from the ne- 
cessity of keeping their accounts in 
accordance with the uniform system 
of accounts now in effect. 

[4-6] We feel that a telephone 
company if it desires to do so should 
be permitted to write off discount on 
stock by charges to its surplus. We 
will not at this time direct telephone 
companies to undertake the prepara- 
tion of a continuing or perpetual de- 
tailed record of telephone plant, as re- 
quired by Instruction 26 of the pro- 
posed system of accounts. To avoid 
delay in closing books we believe that 
Instruction 81 of the proposed system 
of accounts should be modified to al- 
low the computation of the monthly 
depreciation charges to be made on 
the basis of the balance in the plant 
accounts as of the first of the current 
month rather than on an average of 
the balance on the first and last of the 
current month in each plant account. 

It should be understood that in 
prescribing the system of accounts 
mentioned herein, the Commission 
does not bind itself to approve any 
item set out in any account, either as 
to amount or character, for rate-fix- 
ing purposes or when authorizing 
the issue of securities. 


ORDER 


A public hearing having been held 
in the above-entitled matter and the 
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Railroad Commission having consid- 
ered the record herein 

It is hereby ordered and directed 
that the uniform system of accounts 
for telephone companies, issue of 
June 19, 1935, effective January 1, 
1936, as amended and prescribed by 
the Federal Communications Com- 
mission be, and it hereby is, adopted 
and prescribed by the Railroad Com- 
mission for all telephone companies 
having annual operating revenues of 
$50,000 or more, operating in Cali- 
fornia under its jurisdiction, and that 
said telephone companies be, and they 
are hereby, directed and required on 
and after January 1, 1937, to keep 
their accounts and accounting records 
in conformity with said uniform sys- 
tem of accounts, provided, 

1. That said telephone companies 
need not during 1937 keep the ac- 
counts provided in the uniform sys- 
tem of accounts now in effect, but 
the Commission may, if in its opinion 
the need therefor arises, call on said 
companies or any of them to prepare 
statements comparing the results of 
operation under the system of ac- 
counts effective January 1, 1937, 
with the system of accounts now in 
effect. 

2. That Instruction 14 and Ac- 
counts Nos. 134.1 and 181 are hereby 
modified so as to permit all or part 
of any debit balance in Account 134.1 
—Discount on capital stock—to be 
charged at any time to Account 181 
—Unappropriated surplus. 

3. That Instruction 25 is hereby 
modified so as to relieve the said tele- 
phone companies of the necessity in 
recording retirement of telephone 
plant from citing in the retirement 
entries the original entries relating to 
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cost of the items retired, as now pro- 
vided in said instruction. 

4. That said telephone companies 
are hereby relieved from the provi- 
sions of Instruction 26 which requires 
the preparation of a continuing or 
perpetual detailed inventory or rec- 
ord of telephone plant. 

5. That Instruction 80 and such 
other provisions of the uniform sys- 
tem of accounts where relevant are 
hereby modified to the extent neces- 
sary to permit said telephone com- 
panies, if they so desire, to accumu- 
late the depreciation reserve under 
methods other than the straight-line 
method. 

6. That Instruction 81 is hereby 
modified so as to permit said tele- 
phone companies to compute monthly 
depreciation charges on the balances 


at the first of each month in each 
primary account. 

It is hereby further ordered and 
directed that from and after January 
1, 1937, telephone companies having 
annual operating revenues of $50,000 
or more be, and they hereby are re. 
lieved, so far as the Commission has 
jurisdiction, from keeping their ac- 
counts and records in accordance with 
the uniform system of accounts now 
in effect and heretofore prescribed or 
adopted by this Commission. 

It is hereby further ordered and 
directed that the Commission reserves 
the right to amend this order and that 
it does not bind itself to approve any 
item set out in any account, either as 
to amount or character, for rate-fix- 
ing purposes or when authorizing the 
issue of securities. 
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Dr. Caroline M. White 


The Bell Telephone Company of 


Pennsylvania 


[Complaint Docket No. 11224.] 


Discrimination, § 158 — Telephone rates — Residence and business — Physio- 


therapist — Tariffs. 


1. A telephone company’s tariff classification which refuses service at resi- 
dential rates to physiotherapists maintaining residence offices, while grant- 
ing residence rating to physicians, surgeons, nurses, dentists, veterinary 
surgeons, osteopaths, chiropractors, or Christian Science practitioners, with 
offices in their residences, is unjustly discriminatory and unduly prefer- 


ential, p. 278. 


Reparation, § 23 — Discriminatory charges. 
2. A telephone subscriber who has paid unjust, excessive, and unlawful 
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charges because of a tariff classification which is arbitrary, and thus un- 
justly discriminatory and unduly preferential, is entitled to a refund, p. 


278. 


Reparation, § 32 — Defenses — Filed tariff. 
3. Reparation for discriminatory overcharges should not be denied on the 
ground that the charges collected were those prescribed by the tariff on 
file over a long period of time, when the tariff was unjustly discriminatory 
and unduly preferential as applied to the applicant for reparation, p. 278. 


Reparation, § 50 — Time limitation — Filing of complaint. 
4. A telephone subscriber, entitled to reparation because of overcharges 
under a discriminatory tariff classification, is entitled to reparation for the 
period beginning two years prior to the date of the filing of a complaint 
against the charges and extending to the time when the last excess payment 


was made, p. 279. 


[December 8, 1936.] 


Sy iees for reparation because of discriminatory charges 

for telephone service to a physiotherapist; reparation 

awarded. For decision sustaining complaint against charges, 
see 12 P.U.R.(N.S.) 212. 


By the Commission: This matter 


comes before us, upon petition filed 
June 22, 1936, by Dr. Caroline M. 


White, petitioner, seeking reparation 
for alleged excessive rates charged 
and collected by The Bell Telephone 
Company of Pennsylvania, respond- 
ent, for telephone service at 902 
North Second street, Harrisburg. 
The claim for reparation is based up- 
on the contention that the complain- 
ant, a physiotherapist, who maintains 
her office in her residence, has paid 
the business rate of $6 per month 
from December 7, 1928, to February 
10, 1936, while the residence rate of 
$3 should have been charged and ap- 
plied to her for that service. 

In the original complaint, filed 
July 26, 1935 (Complaint Docket No. 
10856) Dr. Caroline M. White, peti- 
tioner herein, alleged that the busi- 
ness rate as applied to the telephone 
in her residence was unjust, unrea- 
sonable, and unjustly discriminatory. 


It was developed at the hearing that 
the respondent’s applicable tariff pro- 
vided that business rates should apply 
for all business and professional tele- 
phone service, with the exception that 
physicians, surgeons, nurses, dentists, 
veterinary surgeons, osteopaths, chi- 
ropractors, or Christian Science 
practitioners, with offices located in 
their residences, should pay resi- 
dence rates; all others were expressly 
required to pay business rates. The 
Commission, in sustaining the com- 
plaint in that proceeding, by its re- 
port and order issued February 10, 
1936 (12 P.U.R.(N.S.) 212) con- 
cluded that compliance with The 
Public Service Company Law re- 
quired that physiotherapists be grant- 
ed the same rate for telephones main- 
tained in their residences as physi- 
cians, and those placed in the same 
classification, and found that the 
business rate as applied to the peti- 
tioner was and had been unjustly dis- 
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criminatory and unreasonably prefer- 
ential since the effective date of re- 
spondent’s tariffs. The respondent 
telephone company subsequently re- 
vised its tariff to include specifically 
physiotherapists, who maintain their 
offices in their residences, among 
those entitled to receive the residence 
rate for such service, and petitioner 
herein, since February 11, 1936, has 
been charged a residence rate for such 
service. 

[1-3] It is the contention of the 
respondent that the charges which 
were made to petitioner prior to the 
modification by respondent of its tar- 
iff were in accordance with its tariff 
provisions ; that they were not exces- 
sive or unreasonable; and that since 
no oné with whom petitioner was in 
competition was charged a lower rate, 
no unjust discrimination against her 
could be possible under the law, and, 
consequently, no legal injury for 
which compensation is payable could 
have been incurred. 

There being no dispute as to the 
amount of payments involved, the 
sole issue raised is whether or not pe- 
titioner is entitled to reparation in any 
amount, and, if so entitled, the period 
of time for which reparation should 
be allowed. 

The Public Service Company Law 
expressly provides in Art. V, § 5, 
that if the Commission shall, after 
hearing, upon complaint, determine 
that “. any rates which have 
been collected, or any classi- 
fications, which have been 
enforced for, any service 
rendered after this act becomes effec- 
tive, by any public service company 
complained of, were unjust 
and unreasonable or unjustly discrim- 


inatory, or unduly or unreasonably 
preferential ; the Commis- 
sion shall, upon petition, have the 
power and authority to make an or. 
der for reparation, awarding and di- 
recting the payment to any such com- 
plainant, within a reasonable 
time specified in the order, of the 
amount of damages sustained in con- 
sequence of said unjust, unreasonable, 
or unlawful collections, » . . clas- 
sifications or practices, of such public 
service company; Provided, that such 
damages have been actually sustained 
by such complainant petitioner.” 
(Italics ours.) 

That a public service company may 
classify those whom it serves, and fix 
different rates for each class of serv- 
ice, is elementary. The only legal in- 
hibition is that it must not classify 
its consumers or patrons arbitrarily 
and unreasonably where the condi- 
tions are alike and the circumstances 
similar. 

Unjust discrimination or undue 
preference results from allowing one 
person to have what it denies to an- 
other under substantially the same 
circumstances and conditions. We 
are of the opinion and find that the 
tariff classification which refused 
service at residential rates to physio- 
therapists, maintaining residence of- 
fices, while granting residence rating 
to physicians, surgeons, nurses, den- 
tists, veterinary surgeons, osteopaths, 
chiropractors, or Christian Science 
practitioners, with offices in their res- 
idences, was unjustly discriminatory 
and unduly preferential. 

When a public service company 
makes such a classification which is 
arbitrary and thus unjustly discrim- 
inatory and unduly preferential, it 
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has in effect made charges in excess 
of proper, reasonable, and legal rates, 
and the consumer has accordingly 
paid unjust, excessive, and unlawful 
charges which the company should 
refund. 

The reasonableness of the rate, as 
a rate for either residential or busi- 
ness service, was not involved. Clas- 
sification was involved, however, 
whereby petitioner, a physiotherapist, 
was excluded from receiving the 
same rate for a like and contempora- 
neous service, rendered under sub- 
stantially the same circumstances and 
conditions as physicians and other 
practitioners of the healing arts. The 
classification excluding petitioner 
from the exception applicable to phy- 
sicians and others in like classifi- 
cation resulted in an improper appli- 
cation of the tariff as to her, and con- 
sequential unjust and unlawful col- 
lections for service to her. 

Respondent contends that it should 
not be required to make refund be- 
cause the charges collected were 
those prescribed by the tariff on file 
over a long period of time. The er- 
ror of this contention lies in the fact 
that the tariffs on file since their in- 
ception were unjustly discriminatory 
and unduly preferential as applied to 
petitioner. The mere fact that a dis- 
crimination forbidden by The Public 
Service Company Law has been long 
continued, and that the machinery for 
making it is in tariff form, cannot 
clothe the public service company 
with immunity so as to prevent a re- 
covery through reparation proceed- 
ings. 


The Commission, in the complaint 


at Complaint Docket No. 10856, 
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found that the tariff on file, which re- 
fused service to complainant at a resi- 
dential rate and granted service to 
others named in the exception at res- 
idential rates, where no valid reason 
existed for failing to include the com- 
plainant within the exception, was 
unjustly discriminatory and unrea- 
sonably preferential since the effec- 
tive date of the respondent’s tariffs. 
From the evidence of record in this 
proceeding, we find that respondent 
has collected from the petitioner un- 
just and unlawful charges for serv- 
ice, which charges prior to February 
11, 1936, were in excess of those 
properly collectible. Respondent 
must, therefore, return these unjust 
and unlawful collections. Viscose 
Co. v. Lewistown-Reedsville Water 
Co. (1936) 14 Pa. P. S.C. —, 16 
P.U.R.(N.S.) 53. 

[4] Having determined that peti- 
tioner is entitled to reparation, the 
only other issue for our considera- 
tion is the extent of the reparation. 
The Public Service Company Law 
provides in Art. V, § 5, that: 

“No reparation, as herein provided, 
shall be awarded by the Commission 
unless the complaint or petition shall 
have been filed with it within two 
years from the time when the cause 
of action accrued.” 

This Commission has consistently 
held in every reparation proceeding, 
except those relating to rates com- 
plained against prior to the effective 
date of the applicable tariffs, that the 
statutory period begins two years 
prior to the date of the filing of a 
complaint: Pittsburgh Steel Drum 
Co. v. Pennsylvania R. Co. Com- 
plaint Docket No. 10257, decided 
January 6, 1936, 14 Pa. P. S. C. —; 
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McNally v. Bell Teleph. Co. Com- 
plaint Docket No. 11096, decided 
May 18, 1936, 14 Pa. P. S. C. —; 
and Viscose Co. v. Lewistown- 
Reedsville Water Co. supra. 

The original complaint which tolled 
the running of the statute was filed 
on July 26, 1935. Consequently, the 
beginning of the statutory period in 
the instant proceeding is July 26, 
1933, two years prior to the filing of 
the original complaint, and by the 
present petition extends to February 
10, 1936, the time when the last ex- 
cess payment was made—a period of 
thirty months and fifteen days. 


that petitioner has paid to respondent 
improper charges amounting to $91.- 
50, for telephone service from July 
26, 1933 to February 10, 1936, both 
inclusive; therefore, 

Now, to wit, December 8, 1936, it 
is ordered: ‘That The Bell Telephone 
Company of Pennsylvania, respond- 
ent, pay to Dr. Caroline M. White, 
within fifteen days from date of sery- 
ice hereof, the sum of $91.50, with 
simple interest at the rate of 6 per 
cent per annum upon the individual 
amounts comprising the said sum of 
$91.50 from the several dates of pay- 
ment thereof to the date of repay- 


We, therefore, find and determine ment. 
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Lehigh Valley Transit Company et al. 


John J. F lounders et al. 


(Complaint Docket No. 11152.) 


Evidence, § 26 —Inspection by Commission representatives — Motor carriers. 
1. Evidence obtained by inspectors of the Commission from examination 
of the contents of trucks on highways is admissible to show the nature 
of motor carrier transportation, since the Commission has ample authority 
for examination of trucks by its representatives, p. 283. 


Evidence, § 22 — Testimony from typewritten statement. 

2. Testimony submitted by an inspector of the Commission concerning the 
contents of trucks is not inadmissible because it was given from a type- 
written statement and not from the original notes made by the inspector 
at the time of examination, nor because testimony as to waybills was not 
supported by submission of the original waybills, where the typewritten 
statement was prepared shortly after each individual inspection from the 
inspector’s personal dictation to a stenographer from notes made at the site 
and at the time of inspection, p. 283. 


Evidence, § 1 — Rule as to Commission procedure. 
3. The Commission is not bound by the strict rules of evidence and may, 


in the conduct of proceedings before it, make reasonable departures there- 
from, p. 283. 
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Public utilities, § 44 — Test of common carrier status — Application for certificate. 
4. One who had asked for certificates to operate as a common carrier a 
motor trucking business which he was conducting was held to have recog- 
nized thereby that he was carrying on the business of common carriage, p. 


285. 


Public utilities, § 100 — What constitutes common carrier — Motor vehicle trans- 
portation — Limited number of customers. 

5. Operators of motor vehicles furnishing transportation for eleven cus- 

tomers and shown to have carried shipments for at least two others, and 

owning only two trucks so that they were naturally limited as to the number 

of shippers they could adequately serve, were held to be engaged in com- 


mon carrier service, p. 285. 


Interstate commerce, § 9 — What constitutes — Motor carrier service — Subter- 


fuges. 


6. Motor carriers shown to have transported shipments between specified 
points in the state connected by direct intrastate routes over modern im- 
proved highways were held to be operating in intrastate commerce, not- 
withstanding their claim that they operated over an interstate route of 
necessity, where all their customers with one exception had their places 


of business within the state, p. 285. 


[October 19, 1936.] 


Dips against operators of motor trucking service 
alleged to be transporting property intrastate without 
Commission approval; complaint sustained. 


By the Commission: Lehigh Val- 
ley Transit Company and Lehigh 
Valley Transportation Company are 
public service companies owning and 
operating street railway and motor 
vehicle lines in the counties of Le- 
high, Northampton, Bucks, Mont- 
gomery, and Philadelphia and as such 
are engaged, inter alia, in the busi- 
ness of transporting property be- 
tween Philadelphia and Allentown. 
In this proceeding they allege that 
John J. Flounders and C. G. Floun- 
ders, respectively, own and operate a 
motor truck under the trade name of 
J. J. Flounders Transportation Com- 
pany in the transportation of proper- 
ty between Philadelphia, Allentown, 
and Easton as common carriers with- 
out having first secured the requisite 
approval of this Commission and 
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that such service is an unlawful in- 
fringement upon their rights. 
Respondents filed separate answers 
which are identical in every respect 
except as to the description of their 
individual motor vehicles. They aver 
that they have contracts with the elev- 
en individuals or corporations speci- 
fied in the answers. All of these, 
with the exception of one located in 
Phillipsburg, New Jersey, have their 
places of business in Pennsylvania. 
In accordance with such contracts 
they allegedly transport in interstate 
commerce between Philadelphia, Eas- 
ton, Bethlehem, and Allentown (all 
in Pennsylvania) and Phillipsburg, 
New Jersey. They contend that they 
do not transport for any other per- 
sons or corporations ; that they do not 
hold themselves out as common car- 
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riers, do not solicit business from the 
general public; that their transporta- 
tion is not common carriage, and is 
therefore not subject to Commission 
jurisdiction. They further allege 
that they transport over an interstate 
route “as a matter of necessity.” 
Respondents introduced no testimony. 
J. J: Flounders was called as for 
cross-examination, but refused to tes- 
tify when his counsel objected that 
his testimony might tend to incrimi- 
nate him. 

It was admitted of record that the 
application of John J. Flounders, 
trading as J. J. Flounders Transpor- 
tation Company, at A. 25094, for ap- 
proval of “transportation of food 
stuffs by contract only from a few 
private companies in Philadelphia to 
Wilkes-Barre, Scranton and other 


points within 100 miles of Philadel- 
phia” was refused on May 15, 1933. 


The records of the Commission show 
that another application by the same 
applicant at A. 30221 for approval of 
trucking service between Philadelphia 
and Wilkes-Barre and Scranton and 
intermediate points between Wilkes- 
Barre and Scranton was refused on 
March 20, 1934, the report and or- 
der at that docket referring to con- 
tinuance of common carrier service 
by the applicant after refusal of his 
former application. 

An inspector of the Commission 
testified that, on April 16, 1936, he 
observed a truck bearing license num- 
ber W928D, owned by J. J. Flound- 
ers, parked in Philadelphia, and that 
the truck contained shipments of 
various commodities from Philadel- 
phia to Quakertown, Bethlehem, 
Easton, and Allentown. The ship- 
pers, as shown by waybills exhibited 
17 P.U.R.(N.S.) 


to the inspector by respondent, J. J. 
Flounders, are included in the list of 
those with whom respondents contend 
they have contracts. For the sake of 
brevity, these individuals and corpo- 
rations will be referred to hereafter 
as customers. 

On the same day, the inspector ob- 
served C. G. Flounders’ truck, |i- 
cense number T1J32, also parked in 
Philadelphia, containing a shipment 
from one of their customers in Phil- 
adelphia to Easton and, in addition, 
one from Libby, McNeil and Libby, 
Philadelphia, to Paul R. Stauffer, 
Bethlehem. Respondents, in their an- 
swers, make no reference to a contract 
with either the consignor or consignee 
of this additional shipment. 

On April 21, 1936, the same in- 
spector examined another truck in Al- 
lentown and found that, in addition to 
shipments from Philadelphia to Beth- 
lehem for some of the customers, it 
contained another shipment from Lib- 
by, McNeil and Libby to Stauffer, one 
from the same customer to Drake and 
Company, Easton, and also one from 
J. Stromeyer Company, Philadelphia. 
The inspector was unable to give the 
name or address of the consignee in 
the latter instance. This truck also 
contained a shipment from Swift and 
Company, Allentown, a customer, to 
another plant of the same company in 
Bethlehem. 

On June 2, 1936, the inspector 
checked J. J. Flounders’ truck near 
Pipersville, on Highway Route 611, 
which extends from Philadelphia to 
Scranton via Easton and Strouds- 
burg. The truck was empty at the 
time, but the driver, J. J. Flounders, 
produced waybills covering shipments 
from Philadelphia to consignees in 
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Bethlehem, Easton, and Allentown. 
In each case, either the consignee or 
the shipper was listed among the par- 
ties with whom respondents claim to 
have contracts. The inspector testified 
that in certain instances these ship- 
ments were described on waybills 
marked “J. J. Flounders Transporta- 
tion Company—Commodity Distribu- 
tors.” 

[1-3] All of the testimony sub- 
mitted by this inspector was admitted 
over the objection of respondents’ 
counsel who contended that it was in- 
admissible and of no value, first, be- 
cause it was unlawfully obtained, the 
Commission inspector having no au- 
thority to examine the contents of 
trucks on the highways; second, be- 
cause it was given from a typewritten 
statement and not from the original 
notes made by the inspector at the 
time of the examination of trucks; 
and third, because the testimony as to 
waybills was not supported by sub- 
mission of the original waybills. 

Considering these objections in or- 
der: First, § 23 of Art. V of The 
Public Service Company Law pro- 
vides that “The Commission shall 
have full power and authority either 
by or through its members, agents, or 
employees, duly authorized by it 

in carrying out of any of the 
provisions of this act to enter upon 
the premises, buildings, machinery, 
system, plant, and equipment, and 
make any inspection, valuation, physi- 
cal examination, inquiry, or investiga- 
tion of any and all plant and equip- 
ment of any public service company 

” 


, 


and § 27 of the same article provides 


that “. the Commission shall 
have full power and authority and it 


283 


shall be its duty to enforce, execute, 
and carry out by its orders, rulings, 
regulations, or otherwise, all and sin- 
gular, the provisions of Articles II 
and III of this act, and all 
and singular, the other provisions of 
this act and the full intent thereof. 

We are convinced that ample au- 
thority for examination of trucks by 
representatives of the Commission is 
contained in these provisions. 

With respect to the second and 
third objections, it appears of record 
that the typewritten statements used 
by the inspector were prepared short- 
ly after each individual inspection 
from his personal dictation to a ste- 
nographer from notes made at the site 
and at the time of such inspections. 
He testified that, in each case, after 
completion of the statement, it was 
examined and compared with his orig- 
inal notes. Commission inspectors 
examine the contents of hundreds of 
trucks during the course of a year, 
being continuously engaged in such 
work: It would be physically impos- 
sible for them to testify from memory 
or from their rough notes in all cases 
and the typewritten statement made 
and checked as above indicated was 
used to refresh his memory. 

Furthermore, the Commission is 
not bound by the strict rules of evi- 
dence and may, in the conduct of pro- 
ceedings before it, make reasonable 
departures therefrom. Mr. Justice 
Moschzisker has stated that “the 
Commissioners not being considered 
as judges learned in the law, the legis- 
lature necessarily did not contemplate 
that the strict rules of evidence should 
be applied to their hearings.” Schuyl- 
17 P.U.R.(N.S.) 
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kill R. Co. v. Public Service Commis- 
sion (1920) 268 Pa. 430, 432, P.U.R. 
1921C, 114, 115, 112 Atl. 5. 

The failure of respondents to sub- 
mit testimony or to attempt in any 
way to contradict or offset the inspec- 
tor’s testimony materially reduces the 
effectiveness of the objections of their 
counsel. 

An inspector, employed at that time 
by complainants, testified that on 
April 10, 1936, he observed the C. G. 
Flounders’ truck unloading meat and 
“vream” at Swift and Company, Al- 
lentown, followed the truck, and saw 
the unloading of shipments at two 
points in Allentown for two different 
consignees, Silverman and Stephens, 
after which he again followed the 
truck to Swift and Company, ob- 
served the loading of boxes and bar- 
rels and then delivery to one consign- 
ee in Bethlehem, followed by the com- 
plete unloading of the truck at the 
platform of Swift and Company in 
Bethlehem. 

An inspector employed by Reading 
Company testified that, on April 9, 
1936, he saw the C. G. Flounders’ 
truck being loaded in Philadelphia at 
the plants of the Bronson Mayonnaise 
Company, the American Preserve 
Company and Swift and Company; 
that he followed the truck, which was 
shortly afterward met by the J. J. 
Flounders’ truck; that the two trucks 
were backed end to end and shipments 
transferred between the two. On the 
following day, in company with the 
complainants’ inspector, he observed 
the movements regarding which that 
inspector testified. 

Complainants submitted, as exhib- 
its, waybills or shipping orders of “J. 
J. Flounders Transportation Compa- 
17 P.U.R.(N.S.) 


ny—Commodity Distributors” cover. 
ing receipt of shipments on April 10, 
1936, from Pier 98, South Philadel. 
phia, to Swift and Company, Allien- 
town, from Bronson Mayonnaise 
Company, Philadelphia, to Harold 
Stephens, Allentown, from J. Stro- 
meyer Company, Philadelphia, to the 
Rice Company, Bethlehem, a similar 
waybill or shipping receipt of April 
9, 1936, from American Preserve 
Company, Philadelphia, to Rice Com- 
pany, Bethlehem, a waybill of Bron- 
son Mayonnaise Manufacturing Com- 
pany covering shipment to Silverman 
Food Products Company, Allentown, 
marked ‘“‘Flounders—collect” and al- 
so a shipping order covering a ship- 
ment from Swift and Company, Phil- 
adelphia, to Swift and Company, Al- 
lentown. The original waybills were 
submitted for the record, but later re- 
placed by photostatic copies. The 
waybills cover the movements of re- 
spondents’ trucks as observed by in- 
spectors of the complainants and the 
Reading Company, and support their 
testimony. 

In Erb v. Public Service Commis- 
sion (1928) 93 Pa. Super. Ct. 421, 
429 our superior court said: ‘What 
constitutes a common carrier is a ques- 
tion of law, but whether one charged 
with being a common carrier has by 
his method of operation brought him- 
self within that definition is a ques- 
tion of fact to be determined from 
the evidence in each case as it arises,” 
and also, at page 427: “The pres- 
ence or absence of contracts 
or understandings . should not 
be a controlling factor in the determi- 
nation of the question involved. Con- 
tracts, express or implied, are an inci- 
dent to nearly every form of trans- 
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portation, whether by common or pri- 
vate carriage.” 

(4, 5] It is admitted that respond- 
ents are furnishing transportation for 
eeven customers. The evidence sub- 
mitted shows that their trucks carried 
shipments for at least two others. 
They own and operate two trucks on- 
ly, which naturally limits them in the 
number of shippers they can adequate- 
ly serve. Two applications by one of 
the respondents for a certificate au- 
thorizing public service were refused, 
and the record in the second applica- 
tion proceeding shows a continuation 
of operation after refusal of the first 
application. By asking for certificates 
to operate the business as a common 
carrier, this respondent recognized 
that he was carrying on the business 
of common carriage: Motor Freight 


Express v. Public Service Commis- 
sion (1935) 117 Pa. Super. Ct. 165, 


177 Atl. 490. From a consideration 
of all the facts we conclude that re- 
spondents have held themselves out to 
the public as common carriers. This 
conclusion requires a further determi- 
nation of whether their transporta- 
tion is interstate or intrastate com- 
merce. 

[6] Respondents in their answers 
claim that they operate over an inter- 
state route “as a matter of necessity,” 
although they entirely fail to disclose 
by testimony what they mean by this 
statement. All of the evidence sub- 
mitted by the complainants, with one 
exception, refers to shipments be- 
tween specified points in Pennsylvan- 


ia connected by direct intrastate routes 
over modern improved highways. 

No reasons were advanced by re- 
spondents in their answers or by tes- 
timony to show how or why they op- 
erate over an interstate route “of ne- 
cessity” or otherwise. The only logi- 
cal direct route for the shipments 
from Philadelphia to the Allentown, 
Bethlehem, and Easton area is via 
Pennsylvania highways. This would 
likewise be true of the Philadelphia 
to Quakertown shipment described by 
the Commission inspector. In addi- 
tion, the record discloses direct move- 
ments from Allentown to Bethlehem 
without crossing the state line. There 
is no evidence that any shipment was 
ever carried over a route not wholly 
within Pennsylvania. See Blackmore 
v. Public Service Commission (1936) 
120 Pa. Super. Ct. 437, 183 Atl. 115. 

From a consideration of all the evi- 
dence, the Commission finds and de- 
termines that John J. Flounders and 
C. G. Flounders, individually, and 
trading as J. J. Flounders Transpor- 
tation Company, are engaged in trans- 
porting property unlawfully as com- 
mon carriers by motor vehicle be- 
tween points in this commonwealth. 
These findings will be certified to the 
secretary of revenue for suspension 
of registration of trucks bearing 1936 
license numbers T1J32 and W928D, 
and respondents will be directed to 
cease and desist from all such trans- 
portation, unless and until they se- 
cure Commission approval of sch 
transportation. 
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NEW YORK SUPREME COURT, APPELLATE DIVISION, 
THIRD DEPARTMENT 


New Rochelle Water Company 


Milo R. Maltbie et al. 


(— App. Div. —, 292 N. Y. Supp. 650.) 


Appeal and review, § 22 — Grounds for dismissal — Moot question — Formula- 
tion of rule for future. 

1. Decision was made upon the propriety of a lower court denial of a 
stay pending appeal from a Commission rate order although the appellate 
court had granted such a stay and had later annulled the Commission deter- 
mination, where the question presented was of sufficient importance to 
require its determination by the appellate court, which, because the issue 
would likely arise frequently, desired to formulate the rule which should 
guide the lower court in the future in dealing with applications for a stay, 
p. 287. 

Appeal and review, § 73 — Stay of Commission order — Proof required. 
2. A public utility company appealing from a Commission rate order is 
entitled to the granting by the supreme court of a stay when proof is 
presented showing the presence of questions of substance for consideration 
by = appellate court and a proper showing is made of irreparable damage, 
p. 287. 

Appeal and review, § 73 — Stay of Commission order — Duty of court. 
3. A court to which application is made by a public utility company for a 
stay, pending review of a Commission rate order by an appellate court, 
is not required in order to grant the stay to find that the order of the 
Commission was unreasonable, arbitrary, or capricious, but its only 
province is to decide whether the company in good faith has submitted 
questions of substance which should be considered by the appellate court 
before the Commission’s order should be allowed to take effect, and 
whether, from the specific facts, irreparable damage would result from 
the denial of the motion should the appellate court annul the order under 
consideration, p. 288. 


(McNamee and Buss, JJ., dissent.) 
[January 14, 1937.] 


lems from order of Albany special term of Supreme 

Court denying application for a stay of an order of the 

Commission prescribing water rates; order reversed. For Com- 

mission decision, see 12 P.U.R.(N.S.) 233. For decision by 

lower court denying stay, see 14 P.U.R.(N.S.) 475. For 

decision by appellate division reversing Commission order, see 
15 P.U.R.(N.S.) 32. 
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NEW ROCHELLE WATER CO. v. MALTBIE 


Argued before Rhodes, Acting 
P. J., and McNamee, Crapser, Bliss, 
and Heffernan, JJ. 

APPEARANCES: Whitman, Ran- 
son, Coulson & Goetz, of New York 
City, for appellant; Gay H. Brown, 
of Albany, for Public Service Com- 
mission. 


HEFFERNAN, J.: Petitioner has ap- 
pealed from an order of the Albany 
special term of the supreme court de- 
nying its application for a stay of an 
order of the Public Service Commis- 
sion prescribing rates to be charged 
by petitioner for water service in its 
New Rochelle division on and after 
November 1, 1935, pending the de- 
termination of a certiorari proceed- 
ing, instituted by petitioner, to review 
the Commission’s order. 

Following the denial of its motion 
by the special term, petitioner applied 
to this court for a stay of the en- 
forcement of the order of the Com- 
mission as well as of the order of the 
special term pending the hearing and 
determination of its appeal to this 
court from such order. This court 
granted that application on certain 
conditions with which petitioner com- 
plied. 

On review of the order of the 
Commission in the certiorari pro- 
ceeding, we annulled its determina- 
tion on the ground, among others, 
that the Commission erroneously de- 
termined deductible depreciation by 
the application of a straight-line 
formula, and that the Commission 
erroneously deducted from petition- 
er’s property a substantial amount 
representing payments claimed to 
have been made by petitioner’s pa- 
trons as contributions for extensions, 
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title to which, however, remained in 
the petitioner. 248 App. Div. 66, 15 
P.U.R.(N.S.) 32, 289 N. Y. Supp. 
388. 

In view of our decision on the mer- 
its in that proceeding, we are commit- 
ted to the proposition that petitioner 
presented substantial questions of 
law for review by our court and that 
great and irreparable injury would 
have resulted to it had not this court 
granted the temporary stay pending 
the hearing and determination of the 
certiorari proceeding. 

[1] This court having granted the 
stay which the special term refused 
and having later annulled the Com- 
mission’s determination in the certi- 
orari proceeding, the decision of the 
question involved on this appeal is of 
no importance in this case and ordi- 
narily we would be inclined to dis- 
miss the appeal. We think the ques- 
tion presented, however, is of suff- 
cient importance to require its deter- 
mination by this court. The issue is 
one likely to frequently arise, and 
consequently we desire to formulate 
the rule which should guide the spe- 
cial term in the future in dealing with 
applications for a stay. 

Statutory power to grant a stay and 
suspension of an order of the Com- 
mission is conferred by § 1295 of the 
Civil Practice Act, while § 23, subdi- 
vision 2, of the Public Service Law 
imposes procedural requirements to 
be observed upon the hearing and de- 
cision of an application for a stay or 
suspension of a rate order made by 
the Commission. 

[2] In its application to the special 
term for a stay, petitioner presented 
proof showing the presence of ques- 
tions of substance for consideration 
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by this court and also made a proper 
showing of irreparable damage with- 
in the purview of § 23, subdivision 2, 
of the Public Service Law. Upon 
making such proof it became entitled 
to the granting by the special term of 
the stay requested. Brooklyn Union 
Gas Co. v. Maltbie (1934) 242 App. 
Div. 718, 719, 273 N. Y. Supp. 428, 
affirmed (1935) 266 N. Y. 659, 195 
N. E. 369. 

The motion which petitioner made 
did not require the court below to de- 
cide the issues presented by petition- 
er upon which it sought the annul- 
ment of the Commission’s order, but 
merely to ascertain whether questions 
of substance were presented for con- 
sideration by this court upon the hear- 
ing of the certiorari proceeding on 
the merits, and whether, if those ques- 
tions should be finally determined in 
favor of petitioner, it would suffer ir- 
reparable damage in the meantime. 

[8] It appears from its opinion 
that the court below predicated its 
decision on the erroneous assumption 
that it was necessary for that court, 
in order to grant the stay, to find that 
the order of the Commission was un- 
reasonable, arbitrary, or capricious. 
Obviously a finding that the Commis- 
sion’s action is unreasonable, arbi- 
trary, or capricious requires a deter- 
mination of the issues on the merits. 
Such a determination cannot be made 
by the special term, first, because the 
record is not before the special term 
upon which such a determination may 
be made ; second, because it is the prov- 
ince of the appellate division, under 
§ 1300 of the Civil Practice Act, and 
not the special term, to make such a 
determination. 


The only province of the special 
term on an application for a stay js 
simply to decide whether the petition- 
er in good faith has submitted ques- 
tions of substance which should be 
considered by the appellate division 
before the Commission’s order should 
be allowed to take effect, and wheth- 
er, from the specific facts, irreparable 
damage would result from the denial 
of the motion should the appellate 
court annul the order under consid- 
eration. The special term is without 
jurisdiction to determine the issues 
raised for review by the appellate di- 
vision. 

Apparently the special term as- 
sumed that petitioner was requesting 
it to substitute its judgment on the 
facts for that of the Commission. 
That assumption is erroneous. The 
claims, however, which the petitioner 
raised upon the motion for a stay did 
not place in issue mere questions of 
fact, but rather fundamental ques- 
tions of law involving considerations 
of the general power of the Commis- 
sion and of the propriety of its action. 

The cases cited by the special term 
in its opinion, and upon which it re- 
lied, are all distinguishable from the 
case under review. 

The order appealed from should be 
reversed. The motion for a stay 
should have been granted. 

Order reversed, on the law and 
facts. Motion for stay should have 
been granted. 


Rhodes, Acting P. J., and Crapser. 
J., concur. 


McNamee and Bliss, JJ., dissent on 
the ground that the question involved 
is now academic. 
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Pittsburgh Railways Company 
Modernizes Service 


NE hundred new streamlined street cars 
O are being put in service by the Pitts- 
burgh Railways Company as a major step in 
the process of modernization being under- 
taken by the company. 

By the proper and intelligent application 
of the street car, the trolley coach, and the 
gasoline bus, it is the plan of the Railways 
company to modernize its service, both with 
respect to equipment and speed. 


Firth-Sterling to Build 
New Warehouse 


iRTH-Sterling Steel Company, McKees- 

port, Pa., has completed plans for the con- 
struction of a new warehouse in Detroit, which 
will double its facilities for supplying steel to 
automobile manufacturers and other indus- 
tries in the Detroit area. 

The warehouse, which will be of the most 
modern type of construction, will make it pos- 
sible to carry a complete stock of stainless 
steel, tool steel, and die steel, as well as sin- 
tered carbides. This new building, in addition 
to warehousing, will provide the facilities for 
local treatment of sintered carbides and will 
also house the company’s Detroit district 
othees. 


Portland General Electric to 
Install New B-W Boiler 


fee AND General Electric Company, Port- 
land, Oregon, will install a new Babcock & 
Wilcox type “F” integral furnace boiler with 
a capacity of 225,000 Ib. per hour at 425 Ib. 
pressure, in station “L” in May. This boiler 
will bring the station up to its full machine 
capacity of 75,500 kw for steady running with 
a possible peaking capacity of 80,000 kw. The 
boiler is for oil burning only. 


Corozone’s “Coroaire”’ 


HE Corozone Air Conditioning Corp., 

Cleveland, Ohio, has issued a 4-page, 84 
by 11 inches, colored folder describing its 
Coroaire—a gas heater and winter air condi- 
tioner. 
Features of the Coroaire unit which heats, 
circulates, filters, cleanses, humidifies, de- 
odorizes, purifies, and revitalizes the air are 
explained i in detail. The specifications of this 
unit heater and winter air conditioner, which 
has the approval of the American Gas Asso- 
ciation, are listed in the folder. Illustrations 
show the construction of the heater and its 
method of operation. In the summer, the 


quiet, multi-speed fan used in the heating sea- 
son to force heat and conditioned air into the 
room in a horizontal stream, is used to circu- 
late the air. Thus, the Coroaire offers utilities 
a year-round load-building device. 

A copy of the descriptive folder and de- 
tailed specifications of the Coroaire may be 
obtained upon request to the manufacturer. 


Chevrolet to Build 
New Plant 


HEVROLET will build a new plant in Buffalo, 

New York, to manufacture motors, gears, 
and axles, according to Marvin E. Coyle, gen- 
eral manager of Chevrolet division, General 
Motors Corp. This new plant, which will cost 
$2,500,000, exclusive of equipment, will em- 
ploy between 3,000 and 4,000 persons, and will 
be able to turn out 1,200 motors and 12,000 
axles daily for the Buffalo, Tarrytown and 
3altimore assembly plants. 


Describes Sunbeam Air- 
Conditioning System 


HE Fox Furnace Company, Elyria, Ohio, 

has available an attractive illustrated 20- 
page, 84 by 11 inches, booklet, describing the 
new Sunbeam air-conditioning system. Sun- 
beam localized temperature control is one of 
the features of this system which permits the 
delivery of conditioned air to maintain the 
proper temperature in any room or section, 
without overheating the balance of the house 
and wasting fuel. A refrigerating unit for 
cooling and dehumidifying the air in hot 
weather, can be connected to the Sunbeam. 
One Sunbeam air-conditioning unit is designed 
to burn oil; another unit is designed for gas 
exclusively. A coal burning model also is 
furnished. 

Each type of unit is illustrated and its oper- 
ation described in detail. A number of homes 
where the Sunbeam air-conditioning system 
is in operation also are pictured. 

A copy of this very complete booklet may 
be obtained upon request to the manufacturer. 


“Binoc” Thermometer Tubing 
Offered by Taylor 


ERCURY-IN-GLASS industrial thermometers 
M always have been notoriously difficult 
to read except at very close range and under 
most favorable lighting conditions. That 
characteristic not only discouraged frequent 
readings, but was responsible for many errone- 
ous readings as well. The Taylor Instrument 
Companies, Rochester, N. Y,, claim to have 
corrected this difficulty in a fundamental man- 
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ner by a uniquely designed thermometer tube 
which is extremely easy to read. 

This new thermometer tubing, known as 
“Binoc,” is described as an outstanding 
achievement of modern optical science. Ad- 
vantages of the design include: More than 
twice the accustomed angle of vision combined 


Binocular Vision Thermometer 


with high magnification of the mercury col- 
umn; binocular vision (i.e., readability with 
both eyes) at normal or greater than normal 
distances, whereas it previously was necessary 
to stoop and squint; triple-lens construction 
gathers three times as much light and con- 
centrates it behind the mercury column, mak- 
ing the column stand out in sharp relief ; con- 
fusing empty-bore reflections are eliminated 
by the scientifically determined lens angle and 
extended opaque background. 

The legibility of these new Taylor industrial 
thermometers is further improved by the bold, 
black numerals and graduations on the 
cream-tinted, nontarnishing scale. 

The Taylor line of thermometers of this 
type will be available in all of the popular 
straight, angle, and handled forms. Bulletin 
99023, which describes this new development, 
may be obtained from the Taylor company. 


New Quarters for G-E 
Laundry Division 


ECAUSE increased activity in all home ap- 
B pliance lines has made expansion neces- 
sary, the home laundry manufacturing, ware- 
housing, and commercial divisions of the Gen- 
eral Electric Company, Bridgeport, Conn., are 
being moved into a separate building group, 
it has been announced by C. E., Wilson, vice 
president in charge of the company’s appliance 
and merchandise activities. The new unit con- 
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sists of six buildings comprising 250,000 square 
feet of space. It will also house warehousing 
facilities for other Bridgeport lines and will 
constitute the headquarters for the General 
Electric Supply Corporation. 

The home laundry division will occupy ap- 
proximately 100,000 square feet, and the new 
unit will represent one of the largest home 
laundry equipment manufacturing plants in 
the east. Activities of the wire and cable divi- 
sion of the company will occupy the space for- 
merly used by the home laundry division. 


Montana Co-eds Study 
Household Appliances 


pane H. E. Murdock of Montana State 
College is teaching co-eds how to be 
“handy men” around the home after they are 
married. 

One of the most unusual classes the college 
has organized, it is also popular. Twenty-five 
co-eds are enrolled. They are learning how to 
repair waffle irons, electric toasters, electric 
hair-curling devices, washing machines, and 
other household appliances. 

Professor Murdock teaches them how to 
assemble as well as to repair the appliances. 
Manufacturers contributed about $5,000 worth 
of equipment. 


Republic Opens Large Mill 


LS getage Steel officials of Cleveland and 
the Mahoning Valley opened the $3,500,- 
000 strip mill at Niles after a Board of Trade 
banquet and public reception. 

The new mill has four stands of four high 
cold mills with rolls 18 and 49 inches in 
diameter and 42-inch face with a maximum 
speed of 1,350 feet per minute. Cleaning and 
cutting is at 500 feet a minute. Plant has eight 
double chamber annealing furnaces. After 
annealing the sheets are cold rolled on two 
high rolls in four tandems of three stands 
each, pickled, transferred to tinning machines 
by electric crane and automatically fed 
through eight tinning machines and cleaners 
to automatic pilers. 

The new mill was built in four months, 
setting a new construction record. 


Harnischfeger Corp. Issues 
New Bulletin 


HE Harnischfeger Corporation, 4400 West 

National avenue, Milwaukee, Wisconsin, 
has issued a new bulletin (No. H-5) called 
P & H Hoists. Illustrated with more than 25 
industrial application photographs, ‘the bulle- 
tin describes the added advantage in handling 
“off-the-floor.” It contains the treatment ol 
both general and specific problems in the i- 
dustrial handling field, as well as many dia- 
grams which explain simplified construction 
and operation, together with other vital points 
in modern hoist design. The bulletin lists the 
ratings and operating ranges for hoists from 
the hundred pound capacity to fifteen ton ca- 
pacity sizes, as well as specifications and elec- 
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trical accessories. Copies may be had upon 
application to the company’s agent and repre- 
sentative, or to the factory directly. 


Brochure Giving Contest Rules 
Issued by Lincoln Foundation 


HE James F. Lincoln Arc Welding Foun- 
dation has issued a 48-page, 8% by 11 
inches, brochure, containing rules and condi- 
tions governing the $200,000 prize contest for 
scientific papers on arc welding. This brochure 
defines each industry classification in its con- 
test application and lists typical machines, 
structures, buildings, manufactured and fabri- 
cated products, which contestants may select 
as subjects for papers. Some of the typical 
subjects are illustrated. 
Copies of the brochure may be secured from 
the James F. Lincoln Arc Welding Foundation, 
P. O. Box 5728, Cleveland, Ohio. 


Madison Gas & Electric to 
Build Water Gas Plant 


A expansion program totaling $1,750,000 
by the Madison Gas & Electric Company, 
to include the erection of a water gas manu- 
facturing plant with a capacity of 4,000,000 
cu. it. a day, has been announced by R. B. 
Brown, president of the Madison Gas & Elec- 
tric Company and Milwaukee Gas Light Com- 


pany. 

The Milwaukee Gas Light Company is 
working on plans to replace the coal gas plant 
in Milwaukee built in 1902, which will be com- 
pletely shut down June Ist, due to its obso- 
lescence. It is possible that a new coal gas 
plant will be erected in Milwaukee. 

The Milwaukee Gas Light Company plans 
to spend upward of a half-million dollars on 
general improvements and maintenance, a 
large part going into new mains. 


Delco-Frigidaire Sales 
Campaign Under Way 


HE nearly 2,000 retail outlets of Delco- 

Frigidaire, the air conditioning division 
of General Motors, will get under way im- 
mediately on one of the most completely 
planned sales campaigns the automatic heat- 
ing and air conditioning industry has known 
to date, according to James J. Nance, general 
sales manager. 

The beginning of the selling activity will 
see the breaking of a twelve-month Delco- 
Frigidaire advertising campaign that is sev- 
eral times as great as any previous schedule 
released by General Motors in this field, Mr. 
Nance said. 

Preparatory to the launching of the selling 
and advertising activity, executives of Delco- 
Frigidaire, headed by Mr. Nance, C. J. Bach- 
man, sales manager, O. E. Wolf, sales plan- 
ning manager, C. E. Lewis, chief sales engi- 
neer, and others from the headquarters staff, 
have met in key cities of the country to out- 
line the campaigns with distributors, dealers, 
and salesmen. These meetings followed a dis- 
tributors’ convention in Dayton presided over 
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by E. G. Biechler, general manager of Delco- 
Frigidaire. 

Mr. Nance stated that in its 1937 activity, 
Delco-Frigidaire approaches the various mar- 
kets that already exist for or are developing 
for automatic heating equipment, air condi- 
tioning equipment and room cooling units, and 
that the laboratories of Frigidaire have 
worked ceaselessly improving products and 
developing units to meet new needs economi- 
cally and efficiently. 


New Robertshaw Thermostat 
for Coffee Urns 


A THERMOSTAT of improved design for gas- 
heated coffee urns, which is claimed to 
save from ten to twenty per cent on the cost 
of operating such urns, is now being mar- 
keted by the Robertshaw Thermostat Co., 
Youngwood, Pa. The new controls can be ob- 
tained as standard equipment on new urns and 
are also available for easy installations on 
urns now in use, the company states. 

The device regulates the flow of gas to the 
urn burner and can be set to control the tem- 
perature of the urn to the ideal temperature 
for brewing coffee and preserving its flavor 
and aroma over long periods of time. It also 
is claimed that the new thermostat prevents 
the boiling of coffee and the generating of 
steam which is wasteful of both fuel and 
coffee. The flavor of coffee is actually said to 
be enhanced by the more scientific and uniform 
brewing possible in urns equipped with this 
control. 

The Robertshaw Company is also offering 
this new control in models for steam-heated 
urns and for other equipment such as steam- 
tables, bake ovens, rinse tanks, deep fat fryers, 
and gas range ovens. 


EEI to Hold Convention in 
Chicago, June rst—4th 


HE 1937 Convention of the Edison Elec- 

tric Institute will be held in Chicago, June 
Ist to 4th, inclusive. All arrangements for the 
convention are well advanced. Both a general 
convention committee and an entertainment 
committee have been appointed and the busi- 
ness program is rapidly being completed. 
Five business sessions will be held during the 
four-day period. : 

The President’s Reception which will be 
held the evening of Tuesdav, June Ist, anda 
Convention Banquet scheduled for the evening 
of Thursday, June 3rd, are innovations that 
are expected to add considerably to the 
pleasure and interest of the delegates. A 
speaker of prominence will address the ban- 
quet gathering, and will be followed by enter- 
tainment features. 

All business sessions and evening programs 
will be held at the Palmer House, Convention 
Headquarters. Registration for the convention 
will open at 10:30 a. m., Tuesday, June 1st. 

Details of the convention, including infor- 
mation on the program, hotels, special events, 
etc., Will be mailed in ample time to the mem- 
bership of the Institute. 
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[he sale of Modern Lighting 
or Modern Store Fronts should 
begin at Home! 


Here’s how Architect Geo. F. Sansbury and the Potomac Edison Company 


convince the merc 


ts and property owners of Cumberland, Md., of the 


value of brightly lighted stores. 


modern store front demands modern illumina- 
on, And modern illumination means a heavier 
phting load. There’s a natural tie-up if there 
tr was one . . . new Pittco Store Fronts and 
odern lighting. 


t to take best advantage of this tie-up . . . to 
vince prospects in your community of the sound- 
s of store front modernization with better light- 
g... there’s nothing more valuable than an 
ual example . . . on your own show rooms. . . 
Just what you mean. 


ou talk to a merchant .. . tell him the need for 
odern merchandising methods . . . plug away on 
idea of a new store front with better lighting. 
d to clinch the argument, you say “Look at our 
Q quarters down the street. There’s a new 
. illuminated in the modern manner. We 


practice what we preach . . . because we know it 
means better business!” 


Put a new Pittco Front on your utility show rooms. 
Make them an example of what you preach. And 
when the Pittco Store Front Caravan, sponsored 
by Pittsburgh Plate Glass Company, comes to your 
territory, don’t miss it. It shows you numerous 
actual examples of modern store front lighting. It 
offers you an opportunity to cooperate with a pro- 
motional effort that leads directly to more business 
for you. Contact our local branch for data about 
the Caravan ... and for any cooperation on store 
fronts you may need in your work. 


[sat \TTS BURGH, 
PLATE GLASS COMPANY 
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“What does business care .., 
about you and me: 


Four-fifths of the National Income goes to work- 
ers, that is, about 65 per cent to those paid 


wages and salaries by employers and about 
15 percent to those who pay themselves 
mainly wages or salaries. 


This income averages $1100 per year to each 


. . worker. 
If no one of these workers were permitted a 
wage or sa in excess of $5000 and all 
above that amount were distributed evenly to 
those who receive less than $5000, eac 
would get about 85 cents more a week. 
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Tae fundamental principle 
in transformer design is “bal- 
ancing of Stresses.” A “bal- 
anced” transformer possesses 
longer life, requires lower 
maintenance cost and _ has 
greater reliability. This is best 
accomplished by the use of the 
circular coil. Such a coil is 
balanced radially and axially 
against movement or distortion 
during heavy overloads or short circuits. 


These characteristics of the circular coil are well known to elec- 
trical engineers, and for that reason all Pennsylvania transform- 
ers, from the smallest distribution to the largest power size, have 


such coils. 


Pennsylvania Transformer Co. 
1701 Island Avenue, N. S., Pittsburgh, Pa. 
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FLASHLIGHTS /or INDUSTRY 


“EVEREADY” 
Industrial Flashlights 


No. 3251 
No. 3351 


No. 3351 
Three-Cell Type 


No. 3251 
Two-Cell Type 


NATIONAL CARBON COMPANY, INC. 


General Offices: New York, N.Y. 
Branches: Chicago, San Francisco 


Unit of Unten Carbide UCC] and Carbon Corporation 


“Eveready” Industrial 
Flashlights No. 3251 and No. 
3351 have been specially de- 


signed to meet the needs of 
industry for flashlights which 
will give long and satisfac- 
tory service under unusually 


severe operating conditions. 
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Modern Group Drive is planned power transmission 
predicated on the production problem of the particular 
plant. It is the newer, and properly applied, the more 
efficient of the two modern systems of power transmis- 
sion—individual motor drive (a motor for each ma- 
chine) and modern group drive (one motor for a group 
of machines). A Modern Group Drive Plan combines 
the advantages of both systems; recognizes the need of 
individual motor drive for certain single machines; 
specifies modern group drive where machines doing 
similar or progressive work should be grouped. 


* ok > 


Modern Group Drive costs less to operate and main- 
tain, and much less to install. You buy larger, more 
efficient motors with better power factor. You pay from 
35% to 85% less per motor horsepower. And you need 
less horsepower for a given number of machines. 




















(An excerpt from Power Transmission Council’s April adver- 
tisements in Business Week and 8 other business papers.) 


HE advertising campaign of Power Transmissio 

Council, now in its third year, has inspired hu 
dreds of manufacturing executives to find a more 
economical and efficient way to apply power to p 


accomplished with the collaboration of our engineer: 
and members of Power Transmission Clubs, some 

whom may be power engineers in your employ 
More funds will speed this work. Does your co 

pany contribute? 


POWER TRANSMISSION COUNCIL 
75 STATE STREET * BOSTON, MASSACHUSETTS 


A research association of producers and 
distributors of power, power units and me- 
chanical equipment for transmitting power. 
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HERE/ 


WILLIAMSPORT 


STRAND is here to help you.. 
Cut handling costs 


Save on replacements 
Keep /ines in order 100 % 





oing up quicker, doing its work well and staying up longer 
.. that is the service of Williamsport Strand. And it will 
eve you as it serves others: economically. It's accurately 


ade, this Williamsport Strand, by men and machines de- 
oted to no other work but turning out perfect strand. 
eavily galvanized, secure against weather and strong as 
strand can be. Williamsport 
Strand requires less attention... 
with that saving, it costs you less 
money. 


SS 


i 
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Make your next strand order: Wil- 
liamsport. And remember that 
Williamsport's method of pre- 
forming gives the utmost in walls 
—easier handling wire rope or 
strand—in Williamsport “Form- 
Set." 
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WILLIAMSPORT WIRE RODE CO. 


122 SO. MICHIGAN AVE., CHICAGO—WILLIAMSPORT, PA. 
Offices in All Principal Cities 


eae facturing & Supply Go. 7°..%; WACKER_ORIVE. cHicaco, itt. 
Manufacturing 4‘ Supply *' NATIONAL DISTRIBUTORS FOR WILLIAMSPORT STRAND 
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Business itecesa 


PSHE heftiest problem that 
harries the thoughtful 
American business man 

is the responsibility to be suc- 

cessful. 


If he fails in that basic duty 
everything else in the busi- 
ness picture becomes aca- 
demic detail. 


You can’t blink the fact—his 
success is a “must” for your 
sake, as well as his own. 


Why? Because only a busi- 
ness that takes in more than 
it pays out can hope to keep 
going and meet payrolls. 


And only a going business 
can support the flock of other 
businesses that depend on it 
for orders to keep their men 
and machines going. 


Finally, only a successful busi- 

ness has the surplus money it 

takes to work out improve- 

ments in products and values which insure 
future jobs. 


Darin depression, only those companies 
fortified by success are able to carry em- 
ployes by dipping into reserves bxzilt up 
during prosperous times. 


The extent to which American private enter- 
prise did dip into reserves during 1930-34— 
totals by latest estimate some $26,600,- 
000,000. 


That’s the amount paid out, over and above 
income, to keep plants going and men at 
work. 


In other words, industry voluntarily con- 
tributed more than twice what the Government 
spent for “priming the pump’’—not to mention 
the fact that business earned its money, 
whereas Government money comes from 
borrowing and taxes. 


This shows in cold-turkey figures why busi- 
ness success is a “‘must.” 


So also does the illuminating fact that 
40,000,000 stockholders and their depend- 
ents have a stake in and directly benefit from 
ownership in American business. 


All of these people—all the millions of 
gainfully employed—all Americans including 


9 


yourself, no matter where you live, what your 
work or you do it—have not merely a 
casual but an acute meal-time interest in 
seeing business in this country go ahead! 


Business Raises Living Standards 


Only 35 years ago there was but one insur- 
ance policy-holder to ten people—today, 
every other person in America has a life in- 
surance policy. 


There were only 1000 radios in 1920—in 
1935, the number of families with radios 
was 22,869,000. 


In 1913, there was one bathtub to ten people 
in American towns and cities—fifteen years 
later there was one to every five people. 


Thus have people enjoyed an increasing 
abundance of things in America, a business 
nation. 





This advertisement is published by 


NATION’S BUSINESS 


—a magazine devoted to interpreting business to itself, 
and bringing about a better understanding of the intri- 
cate relations of government and business. The facts 
blishe 1 here are indicative of its spirit and contents. 
rite for sample copyto NATION’S BUSINESS, 
WASHINGTON, D. C, 
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Low Cost 
Replacement Boiler 


RANKLY now, why spend money tear- 

ing out and then repairing the tear-out on 
a building, in order to replace a boiler? Why 
do it, when the old boiler can be left where it 
is, or moved to one side, and a Burnham Cast 
Iron Twin Sectional put in its place. No tear- 
outs. No repairs. 





None of the Burnham sections are so big they 
won't slip through any average size door. 
Still, it is a big boiler having a 50-inch grate. 
If you prefer Welded Steel Boilers, Burnham 
also makes them. 


Futons ane cornet. Both are built to a specification. Both are 


There are no rights and 
lefts. Every right is 


aiso'a leit. Every left | backed by a reputation. 


is also a right, 


Irvington, New York Zanesville, Ohio 


Representatives in All Principal Cities of the 
United States and Canada 
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HE review magazine of current opinion and news re- 

lating to public utilities. Conducted as an open forum 
for the frank discussion of both sides of controversial ques- 
tions—economic, legal and financial; also gives trends in 
the present-day control of these companies—governmental 
competition—state and Federal regulation. 





{| Issued every other Thursday—26 numbers a year—annual 
subscription $15.00. 


] The only magazine furnishing current and vital informa- 
tion on all subjects involving the financing, operation, and 
management of public utilities under governmental regu- 
lation and competition. 


]] A magazine of unusual value and current stimulation to 
all persons holding positions with, or having a financial 
interest in, public utilities. 





ORDER FORM 


PUBLIC UTILITIES FORTNIGHTLY 
1038 Munsey Building, Washington, D. C. 





| 
| 
| 
| 


Please forward, prepaid, to the undersigned, Public Utilities Fortnightly 
(26 issues), at $15.00, beginning with the current issue. 


Name 





Address 
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TAYLOR STOKERS 
FURNACES 

L UU asu Hoppers 























Efficiency Earns Money 


Fundamental features of 
Taylor Stoker design are re- 
sponsible for high, every day 
operating efficiency at both low 
as well as high ratings. This 
means cheaper steam which in 
turn means higher operating 
profits. Many leading utilities 
throughout the country use 
Taylor Stokers. 











Division: AMERICAN ENGINEERING COMPANY 


PHILADELPHIA, PENNSYLVANIA 


Other Products: A-E-CO LO-HED MONORAIL ELECTRIC 





PUMPS, MOTORS AND TRANSMISSIONS. A-E-CO MARINE AND 














This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly April 15, 193 








Super-sensilive Type of 
BACK PRESSURE VALVE 


Developed by Connelly engineers in conjunc- 
tion with research department of a large public 


or antag» AaB! A end Ay utility company to ‘provide a check against re- 
ae aes oe pica in we: verse flow in pipe lines. Years of successful 











service under exacting conditions have proved 

its dependability. Light-weight check disc and 

well balanced design insures functioning of 
Cetadiiy Predacts: isn valve with very slight pressure differential. 
Sponge and Unmixed Oxide Special dises used for heavy duty. Easily ac- 
—Regulators for district, cessible for inspection. This valve meets a real 
pa age Mamet Age: aga need in the gas industry for eliminating hazards 
dicators, U-Gauges, Dis- in connection with burners using boosted air 
tribution Supplies. pressure. Write for Bulletin No. 301-B-1. 


CONNELLY covernor company 


CHICAGO, ILL. New Eny. Rep.: T. H. Piser, Wellesley Hills, Mass. ELIZABETH, N. J. 
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@ Stowe Stokers with their compensating feed—positive rear 
end air seals—unrestricted fuel selection—and much reduced 
ash pit losses—are demonstrating their superiority—give 
highest overall efficiencies on any coal. Customers are placing 
repeat orders. Investigate the advantages that only Stowe 
Stokers can give you. Full details on request. 


THE JOHNSTON & JENNINGS CO. STOWE 
977 Addison Road Cleveland, Ohio fan 
Engineering and Sales Services in the Principal Cities Y 
Stowe Stokers give you ” Catalog No. 10 is complete STOKES S 
greatest Fee aegade, e — with 14 diagrams —20 ] 
over fluctuating coal, illustrations. for one. y/ 


STS GLE 
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Its the achievement of the Kansas City Power and Light Company—an 
achievement of interest to every Utility! 


Undoubtedly one of the important factors in this fine showing is their 
Remington Rand Customer History Record, which enables the compilation 
of facts from several sources on one visible, easily accessible card. 


Dictograph-Telematic also deserves recognition for this achievement in 
the efficient transmission of needed information—such as automatic credit 
approval or rejection, verification of address and meter record—between 
the Customer History Records and the Service Desks. With this selective, 
instant system of voice communication, elapsed time from hurried request 
to correct response averages less than thirty seconds! 


When a customer calls on the telephone, the handling of requests for 
account or service information is supplemented by Dictograph-Telematic 
which assures quick correct responses while still holding outside phone 
connection. 


Increased efficiency and customer goodwill for its many users has won wide 
acclaim for Dictograph-Telematic’s Public Utilities Customer Control Sys- 
tem. Numbering among the thousands of its users are New York Edison 
Company, Public Service of New Jersey, Columbus Street Railway Power 
and Light, People’s Natural Gas Company of Pittsburgh, Detroit Edison 
Company and many others. Why not discover the many advantages this 
system offers your organization? Simply write Dictograph—580 Fifth 
Avenue, New York City, for full information—No obligation, of course! 


| DICTOGRAPH - TELEMATIC 
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H YDRAULIC TURBINES 


FRANCIS AND HIGH SPEED RUNNERS 


* Penstocks 

* Butterfly Valves 

* Power Operated Rack Rakes 
* Gates and Gate Hoists 

* Electrically Welded Racks 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 
Hydraulic Turbine Division 
NEWPORT NEWS, VA. 90 BROAD ST., NEW YORK, N. Y. 


VGIUGS 



















VULCAN SOOT BLOWER CORPORATION 
CDu Bors C Pennsylvania 
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RESULTS OF PROGRESSIVE 
UTILITIES: 

To the left: Original light- 

3 ing averaging 6 foot 
candles, spotty, glar- 
ing light. 


Below: New lighting 
averages 65 foot can- 
dles of soft, shadow- 
less, better illumina- 
tion, wattage in- 
creased five times. 


BEFORE 


PROGRESSIVE 
UTILITIES— 


ave concentrated -.on 
ale of Guth Indirect II- 
bminating Equipment 
ih large load in- 
mease and more satis- 
led lighting customers. 


" E Bespeak CooPERATION 


creased Loads 


More 
Satisfied Customers 


AFTER 


SPECIALIZING IN “BETTER LIGHTING” 
The Fi OWIN FE. Guirit COMPANY 


N DESIGNERS- ENGINEERS-MANUFACTURERS 
4 Lighting Equipment 
ST. LOUIS. USA 
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A New Low-Cost Foam Tool! 


Combines Water, Solution and Air 
To Form Fire-Smothering Foam 


Public utilities are welcoming this revolution- Less than 20 gallons of water at a pressure 
ary larger-capacity foam equipment for fam- 75 pounds or more are required per m 
mable liquid fires. This is the only efficient foam unit avai 
The specially designed PHOMAIRE Play _—‘for small lines. One gallon of Phe 
Pipe connects to your hose line (34" to 21/5"). Solution makes 350 gallons of foam. 30 
When the water is turned on, PHOMAIDE, 400 gallons per minute may be continue 


a new foam-making solution carried in a Hip produced by merely pouring additional s 
Pack, and air are automatically drawn into the tion into the Hip Pack. 

water stream in the proper proportions to This ig NEWS. Without obligation, at 
form foam. descriptive literature, prices and a demon 

There are no complicated preliminaries, no tion of the Phomaire Unit illustrated att 
confusing adjustments, no moving parts. And left. Don't wait! Mail your request now. 

only one man is required at the Play Pipe. 


Get the Latest Foam Equipment 


Phases ons Phomaide 


SOLUTION 


developed, made and sold by 


ate. 1 ¥ G2) eal pineaco 
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i Made to Measure 


Like a tailor-made suit! 
Every Kinnear Rolling 
Door is especially built 
for the individual job. 
When a bid is requested, 
engineers, who for forty- 
one years have devoted 
their efforts to building 
doors, take-off the speci- 
fications. Then with 
trained workmen, they 
design and build a door 
to best suit the condi- 
R tion, with the efficient 
upward acting principle 
) and finest quality materials ... a door that is space saving, easy and convenient 
operating, durable and economical to maintain. This means that regardless 
L, of the type of job—from large power project to small residence garage—you 
can sub-let the job to Kinnear and be completely satisfied. You are assured an 
L, unbiased recommendation—cooperation of a nation-wide organization—on 
time delivery and installation on schedule. 

N 

A 

J 


Branch Offices and Sales Rep- A N 1D) 


resentatives, trained and ex- 
perienced in door engineering, 
strategically located through 
out United States and many 
fore'gn countries. 


DOORS 


aintenance of records and patterns 
every Kinnear Door and Grille in- 
alled makes replacement. parts al- 
uys available in case of accidental 
amage, 


PROTECTION Plus Air, Light and Vision 


venting people from “taking-over” your entire building when certain sections are left 
ren. The newly designed Kinnear Rolling Grille provides an attractive but impassable 
irier, With all the convenience of a window-shade! Easily rolls upward and coils out 
sight in a small space above the lintel. Spring counterbalanced, individually tailored 
t the job. Kinnear rolling grilles can be built for any kind of opening . .. entrance 
wIs, Windows, skylights, corridors, gates, stockroom cages and service counters. They 
in also be built in any size and of various metals. Operated either manually or electrically. 


THE KINNEAR MFG. CO. 
2060-80 FIELDS AVENUE, COLUMBUS, OHIO 


Please send us your 1937 catalog fully describing the latest developments in Kinnear Doors and Door 
ipment. 
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THEIR PURPOSE- 


To reduce your cost 
of Distribution 


ERE is a group of products, differing in 
lel application, but designed with a com- 
mon objective in mind—the lowering of elec- 
trical-distribution costs. 


J-M Electrical Products are offered in the 


April 15, 193 


belief that the best means to lasting distribu- 
tion economies lie in the installation of mate- 
rials that are in themselves permanent. Min- 
eral incomposition, allJ-M Electrical Products 
are inherently durable . . . highly fire-resistant, 


Consider the following: 


TRANSITE CONDUIT, permanent, in- 
combustible and so strong it ends need 
for concrete envelopes, cuts installa- 
tion costs and saves on maintenance. 


TRANSITE KORDUCT is the thin- 
walled, economical yet equally perma- 
nent conduit for enclosure in concrete. 


J-M CABLE FIREPROOFING provid- 
ing maximum cable protection at 
minimum cost. Permanently effec- 
tive, easily and economically applied. 
ASBESTOS EBONY, the perfectly 
balanced material for switch- 
boards, switch bases, etc. 


M 


TRANSITE ASBESTOS SHEETS, for 
years the leading fireproof material 
for switch barriers, fuse boxes, cell 
structures and similar applications. 


All of these products guarantee per- 
manent savings . . . savings that come 
with cheaper installation, reduced 
operating expense, virtual freedom 
from maintenance. Each installation 
aids in effecting notable reductions 
in your distribution investment. For 
complete details, write Johns- 
Manville, 22 East 40th Street, 
New York City. 


Johns-Manville 


ELECTRICAL PRODUCTS 
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Round Chart RECORDING POTENTIOMETER Direct Ink Marking 


REVOLUTIONARY 
ACHIEVEMENT 


POTENTIOMETER DESIGN 


A newly developed Potentiometer 
WITH A SIMPLIFIED OPERATING MECHANISM 


No lubrication required Unaffected by vibration 
No motion except when High accuracy... . . 
readings are changing Low maintenance .. . 
WRITE FOR BULLETIN NO. 482 X 
THE BRISTOL COMPANY - WATERBURY * CONNECTICUT © Branch offices: Akron, 


Birmingham, Boston, Chicago, Detroit, Los Angeles, New York, Philadelphia, Pittsburgh, St. Louis, San Francisco, Seattle. 
Canada: The Bristol Company of Canada, Ltd., Toronto, Ontario. England: Bristol’s Instrument Co., Ltd., London, N. W. 10 


Offered as a PYROMETER - RESISTANCE THERMOMETER - TACHOMETER - MILLIVOLTMETER 
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PROVE the VALUE of MODERN EQUIPMEN 
—With ACTUAL DEMONSTRATIO 


f. 





Bee 


| For example 


PROVE IT WITH A 
Robertshaw-equit re 


COFFEE URN | 


Here's a demonstration that will get you ide 
for complete kitchen modernization. Try it! © 

Just ask restaurants to install a Robertshi 
thermostat at (for example) a coffee urn. 
have them check the savings. 

You'll get sales results because Rob 
thermostats have made fuel savings of 10% 
25% and more! 

Demonstrations like these plant the seeds ¢ 
complete kitchen modernization. They've 
ally caused whole restaurant chains to 
old urns with new Robertshaw-equipped um 


ROBERTSHAW THERMOSTAT CO. 


YOUNGWOOD, PA. 


Robertshaw helps you sell 
kitchen modernization in 
ads that go to your pros- 
pects. Take advantage of 
the publicity. Give your 
customers a sample of Rob- 
ertshaw savings. They'll 
like it--and ask for more. 
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OR years the Ditto organization has dedicated 
its time and efforts to the production of low cost 
opies. Always its aim has been to manufacture and 
ll equipment that will do the job which you have 


jo do at the lowest possible cost. 
That is why, two years ago, we perfected and have 
ince been selling, the new Ditto Direct Process 
iquid) Duplicator. This machine is especially suited 
or the reproduction of 100 to 250 copies. In this 
feld, its copying cost is lower than any other dupli- 
ating method. 

There are advantages to both the liquid and gela- 
ine type duplicators which should be carefully 
tighed before purchasing either type equipment. 
because Ditto manufactures and sells both types of 
tachines, Ditto representatives are in a position to 
¢ intelligent, unbiased recommendations as to 
4AW| j he machine that will serve your purposes best. 
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For more than a quarter of a century Ditto Gelatine 
Duplicators have been the standard of comparison in 
the industry. You will find in the new Ditto Liquid 
Duplicators the same superiority over other machines 
that has long been characteristic of the gelatine line. 


> > * > 


If you would like to see a demonstration of either the new 
Ditto Direct Process Duplicator or the Ditto Gelatine 
Duplicator, we shall be glad to arrange it. There is no 
cost or obligation. Simply return the coupon below. 


DITTO INCORPORATED 

655 S. Oakley Blvd., Chicago, II. 

Gentlemen: 

0 I would like to see a demonstration of the new Ditto 
Direct Process (Liquid) Duplicator. No obligation. 

C0 I would like to see a demonstration of your Gelatine 
Type Duplicator. No obligation. 
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P. U. R. Digest 


CUMULATIVE 
A DIGEST THAT IS SERVICED 


Public Service Law and Regulation 


The only Complete Digest in this field 


A Work of Primary Authority 


Containing the Decisions and Rulings 
of the 
United States Supreme Court 
A SHORT CUT United States Circuit Courts of SIMPLE 
Appeals 
ee United States District Courts epee 
FIFTY YEARS State Courts CLASSIFICATION 
Federal Regulatory Commissions OF SUBJECTS 
AN EXHAUSTIVE State Regulatory Commissions 
SURVEY OF Insular and Territorial Regulatory 
THE LAW Commissions A GREAT SERVICE 


A GREAT REVIEW 











A Life-Time Digest Kept up to Date 


Write for price and payment plans 





PUBLIC UTILITIES REPORTS, INC. 


Tenth Floor, Munsey Building 
Washington, D. C. 
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Unrversatty admiredin 
man — likewise appreciated in 
machinery. 

Building character into our 
products is a principle to which 
our company is dedicated. Our 
objective is to design, manu- 
facture and apply our equip- 
ment honestly, to the best of 
our knowledge and experience 
- « - 8o that it may always ren- 
der a service that is greater than 
the monetary consideration. 

Link-Belt Company. Founded 
in 1875. Chicago, Philadelphia, 
Indianapolis, San Francisco, 
Atlanta, Toronto, and other of- 
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CONTROL CABLE 
DROP CABLE 
LEAD COVERED CABLE 
MAGNET WIRE 
PARKWAY CABLE 
RUBBER POWER CABLE 
SERVICE ENTRANCE 
CABLE 
SIGNAL CABLE 
VARNISHED CAMBRIC 
CABLE 


WEATHERPROOF WIRE 








All along the line, from 

magnet wire to railway signal 

cable (as pictured here) Cres- 

cent has a clear track into thou- 

sands of utility and large industrial 

plants whose specifications call for the 

highest grade wire and cable that can be 

produced. If you would eliminate the 

cause of many power failures and plant 

shut-downs, specify CRESCENT INSU- 
LATED WIRE AND CABLE. 


\ 
) & CABLE CO. Ik 


All types of Building Wire and all kinds of 
Special Cables to meet A.S.T.M., A.R.A., 
1.P.C.E.A., and all Railroad, Government and 
Utility Companies’ Specifications. 
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PROFESSIONAL DIRECTORY 


® This page is reserved for engineers and engineering concerns especially equipped by 
experience and trained personnel to serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, design and construction. « « 


ford, Bacon & Davis, Anc. 


Engineers 
VALUATIONS & REPORTS 


CHICAGO PHILADELPHIA 





DESIGN 
CONSTRUCTION 
OPERATING COSTS 


RATE CASES 
APPRAISALS 
INTANGIBLES 


NEW YORK DALLAS WASHINGTON 








SANDERSON & PORTER 


ENGINEERS 


VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 


CHICAGO NEW YORK SAN FRANCISCO 








BLACK & VEATCH 


A isals, investi and reports, 
design and supervision of construction 


of Public Utility Properties 





4706 BROADWAY KANSAS CITY, MO. 


JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reports 
in connection with 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 








EARL L. CARTER 
Consulting Engineer 
REGISTERED IN INDIANA AND NEW YORK 
PUBLIC UTILITY 
VALUATIONS AND REPORTS 
814 Electric Building Indianapolis, Ind. 


SPOONER & MERRILL, INC. 
Consulting Engineers 


Design—Supervision of Construction 
— Reports — Examinations -Valuations 


20 North Wacker Drive Chieago, Ill. 








EDWARD J. CHENEY 
ENGINEER 


Public Utility Problems 


61 BROADWAY NEW YORK 








JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 











UTILITY 
ENGINEER-EXECUTIVE 
Seeks responsible position with 
utility or holding company 


More than twenty years with largest 
utilities in 
ENGINEERING—MANAGEMENT 
OPERATING ECONOMICS 
COMMISSION MATTERS, etc. 


Holds responsible position with leading 
FEDERAL COMMISSION, but wishes to 


change. 
Address Box 415, 
Public Utilities Fortnightly 
1038 Munsey Bldg. Washington, D. C. 
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FOR BETTER BUSINESS CONTROL | 


RECORDS THAT SHOW 
CONDITIONS AND 
SIGNAL ACTION 
. -- AT A GLANCE — 


POSTINDEX 
DRAWER CABINET 


Postindex Records that give operating executives the essential facts 
of—what—who—how much—where—when—gquickly, are used in 
every department and in every type of business. 


You can select the record to give you the facts you want from the 
Postindex library of more than ten thousand forms. Special forms 
are drawn when we have the details of your problem. 


Postindex Visible Files offer five distinct advantages: (1) the form 
is its own holder; (2) four sides to write on thus doubling the capac- 
ity and utility of the single record form; (3) offset signalling; 
(4) faster posting; (5) four types of files to suit the use require- 
ments of your business. 


Sample forms for any record purpose will be sent on request, also a 
complete catalog of Postindex visible index equipment. 


POSTINDEX COMPANY 
JAMESTOWN, N. Y. 
A DIVISION OF 
ART METAL CONSTRUCTION COMPANY 
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HY CHANGE DIES? 


This RIFAID 
No. 65R threads 
4 sizes of 
pipe with 1 
set of dies 


spin up workholder, slide setting posts to size pipe you want to thread, 
"to 2''—and this tool is ready to cut a clean true thread—no bother 
bf changing dies. 


his new 65R FRIGZER0BD die stock really does it. But it also has a work- 
older you'll like—sets to size by a twist of the gauge ring and tightens 
ith ONE screw. 


hese too: thumb lever that releases dies from threads when backing off, 
eversing ratchet by same turn. Straight line action, no cock or wabble. 
aximum chip room, enclosed parts. Plenty of strength, but lightest, 
eatest die made. Ask your jobber. 


HE RIDGE TOOL CO., ELYRIA, OHIO, U.S. A. 
A Fel Ee ib Pipe Too 


Manufactured by the makers 
of RITAAID Pipe Wrenches 
—the wrench with the guaranteed housing that 
saves you fully 75% of your pipe wrench re- 


pairs. 
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SHE HAS THE FACTS” 


IFTEEN YEARS of research resulted in, the 
Science of Seeing, the basis of Better Light— 
etter Sight. And the results have been amazing. 


n two years, more than 4,000,000 new lamps, de- 
igned for better seeing, have been put into service 

each one requiring at least..100 watts. Further- 
nore, the use of the larger sight-saving Mazpa 
mps has increased much faster during the last 
ear than the average for a// lamps. 


“he greater, part of the work of promoting the 
benefits of better light. has. béen done by \2,700 
ower-company Home Lighting Advisers, each one 
f whom averaged, last year, two and one-half calls 
day, or a total of 1,600,060 calls. And: what made 
hese calls so effective? Ask any one of your Home 
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Lighting Advisers. Ask her what thé 
Seeing means to her. You'll find her @hthus 
She understands the facts and can explain e 
how, inadequate lighting strains the eyes, j 
the nerves,’and affects the health. She kno 
good lighting helps correct these ills —that 
not only building load, but is making 1 
healthy, and enthusiastic users of electricity. 


We ‘sincerely believe that the facts disco 
our people at Nela Park have énabled the in 
to take an important step forward, throug 
creased lighting load—and through the bul 
customer good will. May we suggest that 

upon this work ‘as an extra dividend that 

tain in full measure chiefly through Out pi 


of, General Electric equipment. 


96-3628 








